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Some New 
Designs In 
BARBER 
Appliance | 
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These models, just added to the Barber line, are useful for the needs of 
many appliance makers. The slotted cap burner No. L-50 in particular will 
be found very adaptable in any long, narrow combustion chamber, and when 
heat must be uniformly distributed over a wide surface, and “spot heating" 
must be avoided. It is so designed that the units composing the assembly 
can be mounted end-to-end to make a very long row of single jets, or placed 
side by side to make a bank of burners. The manifold and intake are ade- 
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quate to supply gas to a large size multiple assembly. If you have a problem 
of this nature, let our engineers submit a layout sketch showing the possi- 
bilities of this unit. 


Barber Gas Appliance Burners, in numerous shapes and sizes, are spe- 
cifically designed for the individual requirements of all gas appliances, and 
equipped with the proper jets to suit the purpose and the type of fuel— 
natural, manufactured, or LP gas. Any Barber-equipped appliance has THE 
most essential element for satisfactory operation—the proper burner unit. 


Ask for complete Catalog on Barber 
appliance and conversion burners, 
and pressure regulators. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohi 


BARBER BURNERS 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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---AND WHY 


America’s biggest bargain sale has been running con- 
tinuously for over 60 years — ever since the nation’s 
first central power station was opened. All the while 
that power companies have been making dependable 


electric energy more and more plentiful, year after 
year, they have also reduced its cost to consumers, as 
shown on the chart above. 

Reflected in this steady decline in power rates are 
decades of co-operative technological progress by 
power company engineers and manufacturers of steam 
generating equipment. Included in this progress were 









many significant improvements developed and per 
fected by the research and resourceful engineering of 
B&W. Recognized and accepted by courageous, far- 
sighted power company managements, these achieve 
ments have contributed importantly to making power 
generation so economical today. For example, les 
than one-fifth as much coal is now used to generate 
a kilowatt-hour as in the earliest power stations. 
And still the quest continues . . . by power com 
panies and by B&W . . . for new ways of making — 
and keeping — kilowatts the best bargain in Americ. 
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A this issue is distributed, members of 

the Edison Electric Institute are 
assembling for their seventeenth annual 
convention at Atlantic City. 


In this issue we present a special fea- 
ture—one definitely keyed to the EEI 
meeting. It is in the form of a sympo- 
sium. A number of key executives of 
operating electric utility companies were 
asked several weeks ago, by our editors, 
to give us a statement of their reaction 
to this question : “What, in your opinion, 
is the most urgent problem facing the 
electric power industry in the United 
States within the next 12-month period ?” 


As might easily be expected, the re- 
sulting collection of individual views 
constitutes an enlightening and thought- 
provoking commentary on the challeng- 
ing task confronting the power business 
in this country. 


In addition, we have other utility ex- 
ecutives’ views which we are able to pre- 
sent in this issue as special feature con- 
tributions. In fact, never before have we 
published so many executive authors in 
the same issue, 


ERNEST R. ACKER 
JUNE 9, 1949 


HARRY A, MCDUNALD 


I EADING off, of course, is the message 


especially prepared for us by the 
genial president of the Edison Electric 
Institute for the past year, Ernest R. 
Acker. As retiring president of the EE], 
Mr. ACKER soon will be in the position 
of the only living person in the country 
who was at one time chief executive of 
both of the great national utility associa- 
tions—the Edison Electric Institute and 
the American Gas Association. 

* * * * 


F geo chief executive of a national 
association to write for this issue 
is Hat H, Dewar, president of the In- 
vestment Bankers Association of Amer- 
ica, whose article “Is Competitive Bid- 
ding Working Out?” begins on page 
754. By coincidence, Mr. Dewar is the 
first man to have served as head of both 
the IBA and the National Association 
of Securities Dealers. He is a graduate 
of the University of Texas (’23) and has 
been identified with investment interests 
in Texas, Chicago, and New York. 
* * * * 


as utility executive contribut- 
ing a feature in this issue is A. F. 
TEGEN, president of the Genera] Public 
Utilities Corporation, whose article on 
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Public Utility Securities 


For many years The First Boston Corporation 
has been a leading underwriter of public 
utility bonds, preferred and common stocks 
and also a major factor in the maintenance 
of primary markets for these securities. ° 


Our facilities are always available to issuers, 
institutions and dealers who wish to discuss 
any phase of public utility finance, marketing 
problems or day-to-day trading activities. 


FIRST BOSTON 
CORPORATION 
100 BROADWAY, NEW YORK 5, N. Y. 


Boston PITTSBURGH CHICAGO 


PHILADELPHIA CLEVELAND San FRANCISCO 


Private Wires to all offices 
Unrtep States GoveRNMENT Securities - STATE AND Municipat Bonps 
InpustrRiAL, Pusiic Utitity anp Rattroap Bonps anv Stocks 


CANADIAN AND Foreicn Bonps - BANK AND InsuRANCE ComPpANy STOCKS 


Underwriter + Distributor + Dealer 
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8 PAGES WITH THE EDITORS (Continued) 


the future of the electric utility industry 
begins on page 768. TEGEN is a native of 
Wisconsin—born in Manitowoc in 1902, 
and graduated from the University of 
Wisconsin in 1924. For the next ten 
years he was an accountant for the Wis- 
consin Electric Power Company and for 
the next five years financial analyst with 
the Securities and Exchange Commis- 
sion. In 1940 Mr. TEGEN joined the re- 
organized Associated Electric Company 
as director and president, subsequently 
becoming president of the organization 
with which he is now associated. 


* * * * 


Y way of variety, we also present in 

this issue a contribution from an 
authoritative regulatory source, HARRY 
A. McDonatp, whose article “When 
Would You Seek Equity Capital?” is a 
particular revision, from the standpoint 
of public utility companies, of an address 
COMMISSIONER McDoNnaALp gave before 
the Philadelphia Securities Association, 
Philadelphia, Pennsylvania, on April 
27th. Born in Iowa, COMMISSIONER 
McDOona cp graduated from the Univer- 
sity of Chicago (ILLB) and in 1933 
formed an investment firm in Detroit. 
ae appointed to the SEC March 18, 
1947. 


k * * * 


NOTHER contributor to this issue from 

the standpoint of financial analysis 

is Ronatp A. McEAcHERN, editor 
of The Financial Post of Toronto. 





HAL H. DEWAR 


JUNE 9, 1949 





RONALD A. MCEACHERN 


Mr. McEacHern, whose article entitled 
“Public Power Can Be Short Too!” be- 
gins on page. 777, is the author of the 
recent book, Putting Your Dollars to 
Work, a layman’s guide to investment 
and the workings of the economic system. 
He is a Doctor of Philosophy of the 
University of Toronto, 
* * * x 


EW England readers will recall an- 
N other of our contributors, RICHARD 
D. Grant, who writes on the agitation 
for public power in that area, beginning 
page 759. Mr. GRANT served five years 
(through 1940) as one of the commis 
sioners of the Massachusetts Depart- 
ment of Public Utilities. Mr. Grant or- 
ganized American Public Service Bureau, 
publishing a semimonthly letter largely 
devoted to a discussion of public utilities, 
labor, tax legislation, and politics. 

a a 


E. VeRDIN (whose article begins on 

© page 747) is director of personnel 

for the Cleveland Electric Illuminating 

Company. A Syracuse University gradu- 

ate (EE, ’21), Mr. Verpin formerly 

handled personnel work for Niagara 
Hudson, 


THE next number of this magazine 
will be out June 23rd. 


a 





ne 9, 


Th 








Public Utilities Fortnightly 


What are “Controllable Costs"? 


Controllable costs are potential profits. They are dollars that 
could hit the happy side of the balance sheet except for waste 
and inefficiency. 


“Controllable Costs” is also a very pertinent title for record 


systems grown old and antiquated. 


For years, the Electric Power Industry’s operating systems have 
been expedited by some of the finest record systems and ac- 
counting methods ever devised for public utilities. Working 
with Electric Power executives, Remington Rand—world’s 
largest researcher and producer of business systems—designed 
the basic control methods that have touched almost every 
activity of the Electric Power Industry. 


With these systems and methods went Remington Rand 
equipment . . . tabulating and calculating machines, typewriters, 
indexing systems, fire-resistant files and safes, bookkeeping 
machines, and Kardex, the signalled visible record system. 


Together, the Electric Power Industry and Remington 
Rand provided methods that cut deep into the cancer of 
“uncontrolled” costs. Today, with the profit-spread 
squeezed to its minimum margin, we are again searching 
beneath the surface for the untapped profit resources 
found in Controllable Costs. 
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Coming IN THE NEXT ISSUE 


* 


UTILITY BILLS IN THE STATE LEGISLATURES 


Here is a roundup of bills of special interest to public utilities passed, pending, 
or defeated in the 45 state legislatures which have been in session since the 
beginning of the current year. Bethune Jones, veteran news analyst and re- 
search expert, specializing in such legislative developments, has culled his 
files for an informative report on what the "big biennial" of 1949 has brought 
forth. 





THE ELECTRIC UTILITY INDUSTRY MEETS GROWING DEMANDS 


A comprehensive check on the growth and planning of the electric utility 
industry indicates that every reasonable step is being taken to meet the na- 
tion's growing demands for power supply. H. S. Bennion, managing director 
of the Edison Electric Institute, compares the industry's position today with 
circumstances prevailing more than a score of years ago. 





CAN STOCKHOLDERS ACCEPT THE "WELFARE" STATE? PER 


The prevailing trend toward more centralized government responsibility for 
special services has already had its impact on the investor. Wilbur J. Brons, 
chief editorial writer for the Chicago Journal of Commerce, has gone into the 
subject of gauging stockholder reaction, in terms of continuing investment 
volume for utilities and other industries. 


THE MISSOURI ASSISTANCE PLAN . 


Rural electric codperatives, being by nature far-flung organizations, have 
special need of devices and arrangements for pooling their technical knowl- 
edge of facilities in case of emergency. Bernard J. Otten, Missouri journalist, 
gives us an account-of a practical program now being used by rural electric HAVE 
codperatives in the ''Show-Me” state. C 





* C 


A | SO .. . Special financial news, digests, and interpretations of court and com- TH 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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| UNDERGROUND 


INDOORS OR OUTDOORS 








Hot-dipped galvanized Rigid Steel and 
Thin Wall Conduit 
Trioprene’’ neoprene jacketed Trench Cable 
for aerial, conduit, or direct burial service 
Service Entrance and Service Drop Cable 
Varnished Cambric Cables—Braided or Leaded 
Parkway Cables 
Power Cables * Bare Copper Wire 
Neoprene Line Wire * Weatherpreef 





if It Bears this Trade Mark A 
it's Made by Triangle... 


If It's Made by Triangle IT MUST BE RIGHT! 


TRIANGLE CONDUIT & CABLE CO., INC. 





Triangle and Jersey Avenues * New Brunswick, N, J. 








PERMANENT..VISIBLE. ATTRACTIVE 


HAVE YOU A NUMBERING PROBLEM? 


CAMBRITE No. 33 tile numbers and letters 
offer a permanent answer for uniform number- 
ing systems. Ideal for numbering power lines, 
equipment, sheds, bins, and outlying stations. 
CAMBRITE numbers and letters are used today 
by many leading utility companies. 


Write for Complete Information 


THE CAMBRIDGE TILE MFG, CO, 
Cambrite Division 
CINCINNATI 15, OHIO 





PLAY SAFE 
WHEN SELECTING 
B!' ROPE 


Use FITLER PURE MANILA 
ROPE for all requirements where 
dependable service must be main- 
tained. 

For your protec- 

tion look for the 

Blue & Yellow 

Colored Yarn Reg- 

istered trade mark 

(No. 245091) in all 

Fitler Brand Pure 

Manila Rope. 


The EDWIN H. FITLER Co. 


Philadelphia, 24 
MANUFACTURERS OF QUALITY ROPE SINCE 1804 

















GwiiyM A, PRICE 
President, Westinghouse Electric 
Corporation. 





RAYMOND MOLEy 
Colummist. 


Dwicut D, E1sENHOWER 
President, Columbia University. 


Maurice J. ToBin 
Secretary of Labor. 


Tom CLARK 
Attorney General. 


CLAuDE R. WICKARD 
Administrator, Rural Electrification 
Administration. 


Mitton J. Brock 
President, National Association of 
Home Builders. 


Davin E, LILieENTHAL 
Chairman, Atomic Energy 
Commission. 


MeErRYLE S. RUKEYSER 
Colwmnist. 
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“There never was in the world two opinions alike.” 


—MonrTAIGNE 





“The tax collector continues to be the ‘X’ in the business 
equation, [making it] most difficult for management to 
plan.” 


5 


“Bureaucracy will never lose its appetite for money, 
and some sectors of the public will never stop voting for 
new benefits.” 

* 


“Truth about America, about the heart, the soul, the 
purposes of America, is an impregnable defense against 
those who may try to sabotage it.” 


“Of course, featherbedding is morally wrong. But it is 
managements’ responsibility. If they are foolish enough 
to give their money away that’s their business.” 


* 


“It’s these gloom people who are never satisfied; who 
are always seeing the hole instead of the doughnut itself 
who bring on things that might be called depressions.” 


“[The REA program] actually leads to decentraliza- 
tion of ownership and control back to the grass roots, 
back to the people who use the service and pay the bills.” 


* 


“Public and private housing cannot live side by side. . . . 
The sinister and significant thing is that the key to com- 
plete control of all American business is control of the 
nation’s housing.” 


> 


“Our physical safety, our peace of mind, our clarity 
of thinking, and the conservation and strengthening of 
individual freedom require that all of us try to develop, 
rather promptly, a better perspective of atomic energy. 
An important element in that perspective is a fuller under- 
standing that atomic energy has a brighter side.” 


“While the demagogues seek popularity by pandering 
to mediocrity, we should never forget our indebtedness 
to a small elite of leaders who have achieved excellence. 
. .. Without the human will to achieve better quality, the 
physical resources of the country would not be enough.” 


12 
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Garfield Hemit* Arc Resistant Enclosures for 
NETWORK DISTRIBUTION PROTECTION 


@ The illustrated 3-way—3-way 
fusible crab joint is used for connect- 
ing underground networks. These 
enclosures were developed in col- 
laboration with Consolidated 
Edison Company to provide fusible 
protection for distribution net- 


works. The molded Hemit* 
shell is non-carbonizing and arc 
resistant. It is practically indestruc 
table and may be reused if desired. 
Made for cable sizes from 250 
MCM to 1000 MCM. 


*HEMIT: A ceramic type cement asbestos 
molded insulating material. 


Additional enclosures or shells available: 


1. Straight Fusible Limiter Enclosures 

2. Straight Fusible Limiter Lug Enclosures 

3. Angle Fusible Limiter Enclosures 

4. 5-Way—5-Way Fusible Crab Joint Enclosures 
5. Y-Z Type Network Protectors 


GARFIELD MANUFACTURING COMPANY 


22 WALLINGTON ROAD 


GARFIELD, NEW JERSEY 





Specialists in the molding of high heat resisting compositions 
up to 1500°F. as well as compression molding of phenolics. 


FUSIBLE 





LIMITER SHELLS ¢ THIRD RAIL INSULATORS 


ARC CHUTES AND BARRIERS ¢« SWITCH BASES e ETC. 


MOLDERS OF QUALITY ELECTRICAL 


INSULATION SINCE 1908 











14 REMARKABLE REMARKS—( Continued) 


Watter T. STACE 
Professor of philosophy, 
Princeton University. 


EpitroriAL STATEMENT 
The Wall Street Journal. 


WitiaM A. Paton 
Professor of accounting and 
economics, Umiversity of 
Michigan. 


Oscar L, CHAPMAN 


Under Secretary of the Interior. 


WILL1AM O. DovucLas 
Justice, United States Supreme 
Court. 


JoserH C, O’ MAHONEY 
U. S. Senator from Wyoming. 


Harry S. TRUMAN 


President of the United States. 


IrvING M. Ives 
U. S. Senator from New York. 
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“If the world is not governed by purpose, it obviously 
cannot aim at a good purpose; in other words it is not a 
moral order.” 


> 


“If the country swallows the whole of the administra- 
tion’s dose for curing ills we are going to have more pains 
before we are shocked into sobriety.” 


> 


“If venture capital is not forthcoming privately in ade- 
quate volume sooner or later the state will step in and 
take the place of the common stockholder. We have been 
moving strongly in that direction for some years.” 


“The industrial development of our western regions will 
depend in large part on the availability of low-cost sources 
of energy. A start has been made upon the development 
of the water power of the West. Much remains to be done.” 


> 


“We must restore integrity to our own political tactics 
by putting an end to the shameful practice of branding 
as a Communist everyone who espouses a liberal reform 
or promotes a program for the underprivileged. If the late 
George Norris were alive today, promoting his beloved 
Tennessee Valley Authority, some would label him as a 
Communist.” 


> 


“If we don’t want monopoly then we have got to make 
up our minds that these economic organizations must get 
their charters from the national government which alone 
has the authority to regulate commerce between the many 
states. .. . I don’t want to break up big business, but I 
want to give little business, the worker, and the farmer a 
better break.” 

ad 


“... when we talk about planning the things we want 
to do economically we are charged with being Com- 
munists and fellow travelers. I think that the difficulty 
is that instead of the word ‘planning’ the people who find 
fault with us when we talk about planning for economic 
purposes are thinking about controlled economy, not 
planned economy. The distinction is different, if you 
analyze it closely.” 


ha 


“We [the Republican party] can favor new undertak- 
ings and projects in reclamation, conservatiqn, flood con- 
trol, water-power development, and rural electrification 
—without destroying private initiative and incentive, but 
rather with the assurance of increased opportunity for 
private initiative and incentive. All these things and more, 
we can support through so moderate an approach that 
our national solvency will be protected and our free econ- 
omy will be benefited.” 
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KUHLMAN AND TRANSFORMERS non 
—THEY GREW UP TOGETHER 


Kuhlman’s new trademark, reproduced here for the first time, Ki S 
is not patterned after Faraday’s 1831 experimental 
model by accident. Kuhlman’s roots are deep in the trans- eee 
former industry. Almost simultaneously with the first 
transformer installation by William Stanley at Great Bar- 
rington, Massachusetts, the Kuhlman Electric Company was 
founded. During the nearly six decades since then, Kuhlman 
has pioneered many outstanding transformer developments. 


Sub ttt ween COMPANY - BAY CITY, MICHIGAN 
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DUNKIRK 
STEAM STATION 


BUFFALO NIAGARA ELECTRIC CORPORATION 


_ C-E Unit, shown here, is one of two duplicate steam generat- 
ing units now in process of fabrication for the Dunkirk Steam Station 
of the Buffalo Niagara Electric Corporation of Buffalo, New York. 

Each of these units is designed to produce, at maximum continuous 
capacity, 670,000 Ib of steam per hr at 1492 psi and 1000 F at the 
superheater outlet and to reheat 585,000 lb from 701 F to 1000 F 
and deliver it at 389 psi at the reheater outlet. 

The units are of the radiant type with a reheater section located 
between two stages of the primary superheater surface. A finned tube 
economizer is located below the rear superheater section, and regen- 
erative air heaters follow the economizer surface. 

The furnaces are fully water cooled, using closely spaced plain tubes 
throughout. They are of the basket-bottom type, discharging to sluicing 
ash hoppers. 

Pulverized coal firing is employed, using bowl mills and vertically- 
adjustable, tangential burners. B-319A 





COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


NEW 





ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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MORE POWER 
means MORE JOBS 


Another and another hand reaches for the “on” button, and 
the impact is felt across the nation. 


Increased power for Southeastern Michigan means more jobs, 
not only here, but in the coal mines, the steel mills, on farms 
and for fabricators in almost every state. 


Therefore, it is of more than local interest that The Detroit 
Edison Company's $150,000,000 expansion program is advanc- 
ing rapidly. August will find a new 100,000 kilowatt gener- 
ator in operation, and December, another of like capacity. In 
1951, two more great generators will be ready. Other projects 
are in various stages of construction . . . to produce more 
power, to make more jobs . . . better jobs. 


THE DETROIT a 
EDISON COMPANY |. 
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What we really make 











It is faster to 


Hane A WALL 


than to 


Pte IT UP 


jocks, say 2°x4"x8",don’t pile up very fast. 
Lit TLE blocks, say2°x4°x8" don’t pile up very f 

We hang walls up in sizable panels. 

And that is an easy way to understand why 
Robertson's real product is time. 

We make walls that are hung in place. .We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now. when time is the essence. 


is Time 
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Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 
all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, PITTSBURGH, PA. 


tr 
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The bills of these birds never change. 


The peculiar bird’s bill at the left is long and 
thin. The duck’s bill is always sort of flat. The 
pelican’s bill always has a pouch attached. 
Each species retains the same distinctive bill 
—year after year. 


It’s a far different story, however, with con- 
sumer’s bills. As you so well know, some of 
them change. Some customers’ bills may show 
a marked increase ... or decrease . . . in kilo- 
watt-hour usage over a short period "of time. 


A current analysis of your bills, therefore, 
may disclose certain trends that will be of con- 
siderable value to you in planning your rate 
and promotional programs. 


Many such bill analyses are compiled for utili- 
ties by the Recording and Statistical Corpora- 
tion. The tabulations are made on specially 
designed electro-mechanical equipment. As 
many as 200,000 bills can be analyzed each day 
by trained personnel. 


FREE booklet for you 
We shall be glad to give you the facts about 


facts about bills ! 





Some interesting 





this accurate and economical method of com- 
piling customers’ usage data. 


Write today for “The One Step Method of Bill 
Analysis.” It may save you time and money 
in the months to come. 





This Bill Frequency Analy developed especially for 
utility usage dato—automatically classifies and adds |e 
300 registers—in one step! 





RECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 


New York 13, N. Y. 


——_ 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











June $ 


—_—— 











sta 


pos 


bui 


1,3 


will 


sm 


cre 





June 9, 1949 


Public Utilities Fortnightly 





‘i, Nine New Power Plants 
Mit 


i For Northern California 











Pacific Gas and Electric Company is in- 
stalling nearly as much capacity in six 
postwar years as it and all its predecessors 
built in 65 years. 


The net increase by mid-1951 will be 
1,307,000 kilowatts. Our system total then 
will be 3,054,000 kilowatts. 


Steam-operated capacity is being in- 
creased 158 per cent, hydro 29 per cent. 


Five of nine new plants already are in 
service. 


A 1600 mile natural gas line from Texas 
and New Mexico will deliver 150,000,000 
cubic feet daily in 1951. It ultimately can 
deliver more than 400,000,000 cubic feet. 


In the centennial year of the Gold Rush 
California still is striding ahead. Our huge 
expansion helps build more growth. 


P-G-xE- 


PACIFIC GAS AND ELECTRIC COMPANY 


245 MARKET STREET 


SAN FRANCISCO 6, 


CALIFORNIA 
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60 Years a Pioneer of Low Cost Electricity 


_ Sixty years of trailblazing service to the Inland Empire—that's 
what the 60th Anniversary of the Washington Water Power 


Company commemorates this year! 


Here is 60 years of experience and "know-how", not only in the 
construction of giant dams and generating plants and long | 
distance transmission of power, but also in the pioneering of 
new and better ways of using electricity in the service of the 


people at low cost. 


The management and more than a thousand employees of 
Washington Water Power cherish this tradition of service and 
look forward to new horizons of even better living, electrically, 


for the people of the Inland Empire in the years ahead. 


The WASHINGTON WATER POWER Co. 


A Self-Supporting, Tax-Paying Business Enterprise ) f 
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PROFIT BY DELTA-STAR'S 
RESEARCH AND EXPERIENCE 


From the very infancy of the electrical industry to the present day, Delta-Star 
has continuously designed, manufactured and supplied power switching 


equipment to the utilities for both indoor and outdoor service. 


This long experience has given Delta-Star engineers an intimate knowledge 
of your problems and the ability to solve them. But no matter how much 
experience in years a company may have, it must stay young in ideas to 
continue to qualify for the business of critical users and well-informed buyers. 
Mindful of this fact, Delta-Star, through constant research and advanced 


designs, has always kept abreast of the times. 


When you invest in Delta-Star equipment you are investing in quality and 
durability. You are sure of receiving equipment designed for today’s — not 
yesterday's —requirements, and behind the product is an unsurpassed record 


of good service to the electrical industry. 


Delta-Star is a name worth remembering. It stands for high voltage 


equipment combining efficiency, economy and valve. 
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Motor-operated 
KINNEAR 


respond with 

magic ease to 

push-button 
control 








The prompt, glide-smooth door action is possible 
It’s sheer magic the way you can shave manpower because the Kinnear interlocking-slat steel curtain 
losses and plug profit drains at doorways with Kin- /#fts vertically and coils compactly above the lintel. 
Openings remain completely clear. All surrounding 
floor and wall space is usable. This tough, flexible, 
all-metal door protector withstands years of weather 
attacks; resists fire and theft. 


For a better check-rein on profit leaks in plant 
operation, rely on efficient, economical Kinnear Steel 
Rolling Doors. Built any size, for installation in 
old or new buildings. Write for more facts today. 


near Steel Rolling Doors. A split-second and mere 
finger-tip pressure are all the time and effort needed 
to start or stop these doors equipped with rugged 
Kinnear Motor Operators. Any number of push- 
button stations can be placed at strategic points— 
at door jamb for on-the-spot operation and else- 
where for step-saving remote control. And any 
number of doors can be operated from a single 


station. 
Saving Ways in Doorways 


at oer ae KINNEAR 


1742 Yosemite Avenue, San Francisco 24, California re yor syT: 
Offices and Agents in Principal Cities ROLLING DOORS, 
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THis Book 
MAY ANSWER 


Your 


PROBLEM 


If your business involves research, or work of a precision nature, 
you will find this book answers many questions you may have 
in your mind. 


It tells of the work being accomplished in Long Island labora- 
tories today which is destined to shape the living of tomorrow. 


It shows how the Nassau-Suffolk area of Long Island is an ideal 
location for light industry employing skilled labor, or technical 
enterprises requiring research staffs and other trained personnel. 


Send for your free copy today! 





ADDRESS: BUSINESS DEVELOPMENT MANAGER 


Lona ISLAND LIGHTING COMPANY 


MINEOLA, WY. 




















WHAT'S BACK OF FLORIDA'S 


AMAZING 
INDUSTRIAL 
GROWTH 


FLORIDA’S SOUND and 
expanding economy is based 
on extra advantages result- 
ing from her unique climate 
and location. 


Selected industries which 
take full advantage of these 
factors...light industries re- 
quiring skilled labor and high productivity...are 
rewarding men of vision with golden dividends. 











Some of the factors which make Florida's amazing record possible: 





HIGHER PRODUCTION PER MAN... 
Everyone loves Florida’s better way of living. The 
best types of people want to come here...want to 
stay. Labor troubles are at a minimum. 


MILD-CLIMATE ECONOMIES... 

Increased productivity of employes...higher health 
levels reduce absenteeism. Simplified construction, 
lower operating expenses. 


SURROUNDED BY MAJOR MARKETS... 
Thriving Florida’s per-capita income is highest in 
Southeast. Neighboring states forging ahead. 
Major Latin American Markets just next door. 


HEALTHFUL “POLITICAL CLIMATE”... 


Enlightened government at stote and local levels 
welcomes outside capital...is friendly and coopera- 
tive in every way. 

















i it is our job to see that electricity is available 
~Q when and where needed. To this end we are 
pushing ahead a vast expansion and improve- 
ment program to provide for Florida’s future 

= growth and development. 





% = 
GENERAL OFFICES %@ gyi %* MIAMI, FLORIDA 
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Vepco Is Now Building 
For the Business Ahead 


THE VIRGINIA ELECTRIC AND POWER 
COMPANY, serving a large part of 
Virginia and parts of North Carolinc: 
and West Virginia, is now engaged 
in a construction program which 
will total approximately $135,000,- 
000 and which, when completed, will 
increase the Vepco electric generat- 
ing capacity by 370,000 kilowatts. 


One new station of 60,000 Kw. ca- 
pacity—the Possum Point station on 
the Potomac river near Alexandria— 
has just recently been completed and 
is now in operation, and an addition 
to this station of like capacity is al- 
ready under way. 


Other additions are now under 
construction at the Chesterfield and 
Bremo stations on the James river 


near Richmond, Virginia, and an ad- 
dition to the Reeves Avenue station 
in Norfolk also is included in the pro- 
gram. 


Supplementing the program for 
steam station construction, Vepco 
will construct a hydro station on the 
Roanoke river near Roanoke Rapids, 
N. C., to cost approximately $25,- 
000,000 which is expected to add 
90,000 Kw. to the Vepco electric sys- 
tem. Construction is now awaiting 
the necessary Federal license. 


Many miles of high voltage lines 
are also included in the present con- 
struction program including inter- 
connection with the Appalachian 
Electric Power Company at three 
locations. 





Vepco is expanding its facilities to meet the increased needs 
of an area where the combined natural resources and other 
advantages assure steady growth and a diversified industrial 


development. 


VIRGINIA ELECTRIC AND POWER COMPANY 
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Special 


Southern’s 53 years of expe- 
rience in the coal business 
PLUS a studied concentration 
on industrial coals assures 
power plant operators a spe- 
cialized service of real money- 
saving value. 





POWERHOUSE Coal... 
GRAHAM Coal... and 
BROWDER Coal are three of 
Southern’s industrial coals 
with wide-spread reputations 
for efficiency and economy. 


Each of these popular Ken- 
tucky coals has proved in 
actual service to be a low-cost 
dependable power producer. 
Big, steady production and 
tremendous reserves assure an 
ample supply for years to 
come. 


FUEL ENGINEERS 
at Your Service 
Southern’s experienced fuel 

engineers are available at all 

times for consultation regard- 

—— fuel problems. 

rite or telephone our 
nearest office. 
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It cuts down your overhead 
when your “OVERHEAD” cuts up! 


OVERHEAD MAINTENANCE headaches are 
headed off when you have the right trucks 
for the job. You have, when you have Inter- 
nationals working for you. 


Just look at the three ways these hard- 
workers help you: 


1. They're right for the job! 

There’s an International Truck that’s right 
for any kind of utility job. There are 22 basic 
International Truck models, 1,000 different 
truck combinations. Gross weight ratings 
range from 4,400 to 90,000 pounds. 


2. They're rugged! 

You'll be mighty thankful for the extra 
heavy-duty design and construction of In- 
ternational Trucks. And you'll be mighty 
glad that their engines have all that power. 


3. They have a service set-up to shorten “lay-up.” 
International’s service organization backs 
you up! 4,700 Dealers and company-owned 
Branches have the parts, the tools, the me- 
chanics to keep your trucks as hale and 
hearty as the day they rolled off the assem- 
bly line. 


Whenever you need trucks remember 
this: International offers you a complete 
truck line, completely dependable, backed 
by America’s most complete exclusive truck 
service organization. For details, get in touch 
with your nearest International Dealer or 
Branch. 

Farmall Tractors and Machines Hi 
industrial Power . . . Refrigeration 


Tune in James Melton and “Harvest of Stars” 
CBS, Wednesday evenings 


Other International Harvester Products 


INTERNATIONAL “+ TRUCKS 


INTERNATIONAL HARVESTER COMPANY + CHICAGO 
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OVER 10 BILLION FEET 


* 


INSULATED WIRE 


THAT’S HOW MUCH U. S. RUBBER HAS MANUFACTURED 
IN THE 20 YEARS SINCE LAYTEX WAS PERFECTED 


Laytex, 90% pure rubber insulation, is used of control, supervisory or metering problem. 
in many U. S. wires and cables. For example, Because dependability is so vital in this 
there is U. S. Control Wiring for every type service, U. S. engineers use Laytex insulation 
on the individual conductors of 600 volt 
control cable. MOREOVER, THERE HAS 
NEVER BEEN A REPORTED FAILURE 
OF LAYTEX INSULATED CONTROL 
CABLE IN ITS 16 YEARS OF MANU- 
FACTURE. It is Laytex that gives you a 
cable of such light weight, small diameter, 
and high resistance to moisture. 
For more information and sample write to 
Wire and Cable Department, United States 
Rubber Company, 1230 Avenue of the 


Americas, New York 20, N. Y. *Reg. U.S. Pat.og. 





SMALLER DIAMETER MEANS MORE 
CABLES IN A GIVEN SPACE 


felon fete) 
26 ay 


U. S. Control Coble Ordinery 7-conductor 
(7-conductor) insulated Control Cable 
with Loytex 
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{ North Daketa Telephone Association begins annual convention, Fargo, N. D., 1949. 





{ Canadian International Trade Fair ends, Toronto, Ontario, Canada, 1949. &) 





4 American Water Works Association, New Jersey Section, will hold one-day meeting, 
Wanaque, N. J., June 23, 1949. 





{ California Independent Telephone Association will hold annual convention, Los Angeles, 
Cal., June 23, 24, 1949. 





4 Canadian Association of Broadcasters begins convention, St. Andrews-by-the-Sea, New 
Brunswick, Canada, 1949. 





{ Michigan Gas Association will hold annual convention, Mackinac Island, Mich., June 
24, 25, 1949. 





{ International Gas Conference, sponsored by the International Gas Union, begins, London, 
England, 1949. 





{ Canadian Gas Association begins annual convention, Lake of Bays, Ontario, Canada, 
1949. 





4 Conference on Protective Relaying, under auspices of Georgia Tech Engineering Ex- 
tension Division, ends, Atlanta, Ga., 1949. 








{ Oregon Independent Telephone Association and eo Independent Tele- ¢ 
phone Association end annual convention, Spokane, Wash., 1949. 





4 American Society for Testing Materials will hold annual meeting, Atlantic City, N. J., 
June 27—July 1, 1949. 





4 American Society for Engineering Education begins convention, Troy, N. Y., 1949. 
q N. Y.-N. J. Regional Gas Sales conference begins, Spring Lake, N. J., 1949. 





{ Public Utilities Advertising Association ends 2-day mecting, Cincinnati, Ohio, 1949, 














4 Edison Electric Institute, Hydraulic Power Committee, begins meeting, Denver, Colo., 
1949. 
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Electric Power Goes over the Top’ 
fodern lineman, using mobile radiotelephone, announces congys 
another peak in the march of public service. 





Courtcsy, Southern California Edison Company at 
‘ ea 
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The Electric Industry 
Shapes Its}Future 


Alert to the increasing demands for its service, over 4,000,000 

kilowatts of new capacity were installed last year, more gen- 

erating capacity than had ever been installed before in a single 

year, while this year, says the author, that impressive mile- 
stone will be left far behind. 


By ERNEST R. ACKER* 
PRESIDENT, EDISON ELECTRIC INSTITUTE* 


ments, the electric industry has 

built an extraordinarily well- 
marked road of progress in its con- 
tinuing drive toward the future—a 
future in which ever-wider applications 
of electricity will bring increasing 
benefits to the people and the nation. 
Significant contributions to that fu- 
ture were made last year as service was 
made available to record numbers of 


ee its way with new achieve- 


*Also president of Central Hudson Gas & 
Electric Corporation. 
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new customers; electricity production 
and sales topped by considerable mar- 
gins the marks set in 1947; and im- 
portant gains were registered in the use 
of electricity by consumers. 

Perhaps the greatest accomplishment 
recorded last year was the installation 
of over 4,000,000 kilowatts of new 
capacity—more new generating capac- 
ity than had ever before been installed 
in a single year. This year that impres- 
sive milestone will be left far behind 
as even larger additions are made. 
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With its expansion program now 
moving forward at top speed, the in- 
dustry’s most pressing challenge, that 
of assuring sufficient reserve margins, 
is being met squarely and effectively. 
The concentration of abilities and ener- 
gies which has been brought to bear 
on this problem is truly inspiring, but 
the electric industry seldom rests 
long enough to allow its merited laurels 
to be properly awarded and appreciated. 
Indeed, the electric company executives 
who will meet for the seventeenth an- 
nual Edison Electric Institute Conven- 
tion are wasting no time in self-con- 
gratulation, but are giving increased 
attention to other problems having im- 
portant bearing on the industry’s fu- 
ture growth. 


Sis enable the convention delegates 
to make the widest possible survey 
of matters of general importance to 
their companies’ future and, at the same 
time, to give them opportunity to probe 
more deeply into specific problems of 
operation, seven business sessions have 
been arranged for the 3-day meeting. 

Distinguished business and profes- 
sional leaders, representing a diversity 
of fields within as well as outside the 
electric industry, will treat authorita- 
tively such general subjects as nation- 
alized vs. free enterprise power devel- 
opment, government regulation and 
supervision, controlling costs, financ- 
ing, increased sales efforts, and com- 
pany relations with employees, inves- 
tors, and the public, Special attention 


will be given to important problems in 
the fields of engineering, rates, ac- 
counting, and commercial activities. 

In the changing economic picture, 
the electric companies see increased 
opportunity to make use of resources 
and skills which have been dormant or 
diverted to other channels by the un- 
usual conditions just following the war. 
Sales organizations are playing an in- 
creasingly important role as the ex- 
pansion program of the industry re- 
quires increasing revenues and earnings 
to justify the new high-cost investment 
now being placed in service. All seg- 
ments of electric company organiza- 
tions are making a concerted drive to 
increase productivity, reduce costs, and 
improve efficiencies. 


t peta in general, regulatory 
authorities have been sympathetic 


and prompt in recognizing the need for 
rate increases, and although additional 
increases must be secured to permit the 
maintenance of sound financial struc- 
tures, the electric industry is making 
every effort to keep the amounts of such 
increases at a minimum and to assure 
the public that promotional rates will 
be continuously available at the lowest 
practicable level. The welfare of the 
electric industry is intimately related 
to the welfare of the people which it 
serves, and for this reason it is to the 
interest of both the companies and their 
customers that they go forward with 
mutual confidence as well as_ with 
understanding. 





a4 TT? workers will become slaves if the Socialist idea is carried out to 
its last consequence, Socialism leads to the Stakhanov (step-up of 


work) system, to the proletarianization of everybody, and 


to an tgnomint- 


ous dependence on the Moloch state of all workers, employees, and em- 
ployers—if the latter can carry on at all.” 


JUNE 9, 1949 


—JosEPH CARDINAL FRINGS, 
Archbishop of Cologne, Germany. 
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What’s the Electric Industry’s 
Biggest Problem? 


A symposium of views by leading executives of operating 
utility companies throughout the United States.* They were 
asked to give their individual opinions on the most pressing 
problem facing the industry during the coming year. The 
spontaneous agreement, as well as partial variety among these 
viewpoints, gives us @ penetrating and impressive insight to 
the questions which weigh most heavily today on the minds 
of the industry's key managerial leaders. 


Statement by H. R. Tapscott 


CHAIRMAN OF THE BOARD, CONSOLIDATED 
EDISON COMPANY OF NEW YORK, INC, 


HE editor has asked for a state- 

ment as to the most urgent mana- 

gerial problem for the electric 
utility industry during the twelve 
months ahead—the problem to which 
the industry as a whole might well give 
its special attention, 

I wish that I could believe that the 
problem which seems to me the most 
urgent were one for a 12-month period. 
I am afraid that the time element un- 
avoidably will be greater than that but 
a big start can be made in twelve 
months, 

If not the most urgent problem, cer- 
tainly one of the most urgent and one 


_ 


_*Presented according to geographical loca- 
tion by regional areas from East to West. 
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of the most comprehensive of our prob- 
lems is the matter of equity financing. 
For this industry, as to a lesser degree 
for industry in general, equity financ- 
ing is at once a necessity for healthy 
development to meet the demands 
which the public has a right to make 
on us and a measure of the success with 
which we have conducted the many 
phases of our business. 

To those who know the utility indus- 
try I need not say that debt financing 
has its limits. Too often we and indus- 
try in general fail to recognize that the 
extent of debt financing by all types of 
utility is peculiar to industries of low 
turnover, but debt financing, so typical 
of political enterprise in which the 
power to tax covers the risk element, 
must, in the case of our private utility 
enterprise, be supported by equity or 
“risk” capital. I assume, of course, that 

JUNE 9, 1949 
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management will in the broadest sense 
be rigorously provident, forward-look- 
ing, and aggressive in its operations so 
as to expand the volume of business 
and to restrain expenditure to the level 
at which reasonably attractive returns 
may be paid on equity investment. 
Without such returns equity invest- 
ment will go abegging. 


. must, however, be recognized that 
though management does all that it 
can in the way of provident operation, 
there may come a time when initiative 
and resourcefulness no longer can off- 
set the mounting burden of taxes, 
wages, and the cost of operating sup- 
plies and equipment. I believe that for 
the electric industry that time has now 
arrived, and that for the healthy growth 
of the industry recourse must be had 
to realistic rate adjustments. 

I have spoken of equity capital as 
“risk” capital and that is just what it 
should be, but be it noted that risk and 
venture have two aspects, one the ele- 
ment of hazard, the other the element 
of hopefulness. Venture is undertaken 
with a high heart but with a clear brain 
that recognizes the possibilities in the 
case. It is never undertaken in fear or 
hopelessness. 

For the well-being of our customers 
and employees and investors it is essen- 
tial that we be permitted to carry on in 
an atmosphere not surcharged with un- 
necessary and artificial menace, As part 
of our equity operations the industry 
should seek the betterment of the at- 
mosphere in which in recent years it 
has sought to carry on. It is not reason- 
able to look for risk investment under 
a cloud of doubt as, for instance, when 
an excess of regulation seeks to usurp 
managerial responsibility. 


JUNE 9, 1949 


Nie some and perhaps the major 
part of the murkiness of our 
financial atmosphere arises outside our 
own operations. There is a part, how- 
ever, which we have very definitely, 
and in a peculiarly domestic way, with- 
in our own control. Our industry is in 
a peculiar sense an assemblage of local 
enterprises. The atmosphere surround- 
ing it will be made up of the local cli- 
mates in which each of our companies 
finds itself. Not only for effective and 
provident operation, but for the opinion 
in which we are held and which can 
contribute so substantially to our equity 
position, it is important that each of 
our companies tell its story in its own 
community to its own customers and 
its own stockholders who in the main 
will be local to the areas served. We 
have a good story to tell, If we tell it 
with intelligence we should expect a 
reaction of courageous and hopeful 
risk taking if our internal management 
is such as to warrant confidence. 

For our industry as a whole I believe 
that our past performance, the person- 
nel of our companies, and our devotion 
to our responsibilities are such as well 
to warrant the trust of those whom we 
seek as owners of the business. 


* “ 


Statement by R. H. Knowlton 


PRESIDENT, THE CONNECTICUT 
LIGHT & POWER COMPANY 


HAT was it that induced the early 
settlers to endure hardship in 
coming to these shores? Incentive— 
the hope of personal reward that found 
reflection in religious freedom, demo- 
cratic safeguards of liberty, and free 
choice of avocation. 
And so I say that the most urgent 
managerial problem that confronts the 
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WHAT’S THE ELECTRIC INDUSTRY’S BIGGEST PROBLEM? 


electric industry in the next year, in 
common with all industry, is to pre- 
serve the incentive economy, which is 
the keystone of the arch of ownership 
of productive enterprise by the people, 
without the interventiori of govern- 
ment agencies. 

Does the management of our indus- 
try realize the inroads that have been 
made by Federal ownership and opera- 
tion of electric utility industry since 
1932? I think not! If it does not it can 
hardly blame the public for failing to 
realize it, 


gen assure you that the progress has 
not only been material, but revolu- 
tionary. You doubt it? Look up the 
record of projects completed, those 
under construction, the list for which 
Congress has appropriated funds, and 
the ones that have received congres- 
sional approval and await appropri- 
ations, and then compare the esti- 
mated costs with the completed costs 
of many of them and make up your 
mind whether the members of Con- 
gress who voted for them and their 
constituents have knowledge of the vast 
difference between the promised and 
the realized cost. Private corporate 
management would have been displaced 
for incompetency in like circumstances. 

One important phase of the problem 
is to acquaint the voter with the facts 
of private versus public operation of 
the electric utility industry, the steel 
industry, the automobile industry, and 
all industry. How? Disregard the ad- 
vice of those among us who advocate 
the avoidance of controversial issues. 
Let’s enter the ring of controversy if 
necessary to preserve the incentive sys- 
tem as contrasted with a return to 
Feudalism. 
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Statement by Wm. Schmidt, Jr. 
PRESIDENT, CONSOLIDATED GAS, ELECTRIC 
LIGHT & POWER COMPANY OF 
BALTIMORE 
nes the most urgent problem 

facing managements of utility com- 
panies today is the maintenance of 
earnings at a level which will attract, 
on a sound basis, the new capital which 
is urgently required to finance the huge 
construction program currently under 
way. 
The earnings must be sufficient to at- 
tract the total capital required at a rea- 


sonable over-all cost. Most important- 


ly, earnings must allow the sale of com- 
mon stock in amounts sufficient to pro- 
duce well-balanced capital structures as 
a basis on which the utility industry 
may finance future construction needed 
to meet whatever volumes of service 
the nation may demand. 

The urgency of this was brought 
about by conditions existing during 
and since the war. During the war util- 
ity companies were unable to install 
as much production capacity and other 
facilities as needed to insure depend- 
able service, When the war was over, 
material shortages and long delivery 
schedules further delayed the installa- 
tion of acutely needed equipment. Con- 
sequently, when customers’ demands 
for service continued to grow rapidly 
following the war, higher future de- 
mands were indicated and the need to 
reéstablish a safe operating reserve 
margin existed ; utility companies were 
faced with providing funds for the 
largest construction programs in their 
histories. 

Most companies will require large 
amounts of new capital for construc- 
tion purposes in each of the next 
several years. 
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HE successful solution of this 

problem is a challenge to utility 
management which will require careful 
planning and the exercise of judgment 
in the selection and timing of security 
issues. The recent leveling off of busi- 
ness activity and the possibility of a 
recession at some time in the years 
ahead add emphasis to this require- 
ment. The position of equity securities 
in the capital structure must be given 
full consideration so that two equally 
important objectives are achieved. 
These are the ability to attract capital 
year after year as it may be needed 
and the acquisition of the total new 
capital over a period of time at the 
lowest over-all cost. 

Utilities must compete in the money 
market with other industries, Their 
success in meeting this competition is 
dependent on the demonstration of 
ability to maintain adequate earnings 
and reasonable dividends. If this can be 
demonstrated, investors will be willing 
to buy utility securities. 

This is a big order. It may require 
management to obtain authorization 
for rate adjustments in many instances 
and will require the exercise of every 
available means to insure the most effi- 
cient and economical operation in every 
instance. 


> 
Statement by Philip Sporn 


PRESIDENT, AMERICAN GAS & ELECTRIC 
SERVICE CORPORATION 


6G deny are many long-term prob- 
lems facing the utility industry on 
which work needs to be started—on 
which, as a matter of fact, work should 
have been started a long time ago— 
and vigorously pushed over the coming 
years. 


As to the immediate short-term 
problems, or, more pointedly, the prob- 
lem that needs to be most urgently 
worked on over the next twelve months, 
I would think that the projection and 
control of operations to maintain earn- 
ings at a level to give an adequate rate 
of return are the most important. This 
is necessary not only as an end in itself 
to assure an adequate return to stock- 
holders and investors, but is indis- 
pensable if the high level of investor 
confidence now enjoyed by the industry 
is to be maintained. That, in turn, is 
indispensable if the utilities are to con- 
tinue to be able to raise the additional 
capital to finance the uncompleted por- 
tion of the major expansion program 
they embarked upon several years ago, 
and if they are to be able to continue 
to project beyond that with full con- 
fidence that the funds such projections 
will call for will be available when 
needed. 

The problem is not a simple one; it 
is not as simple as getting higher rates, 
although even that, in itself, may not 
be very simple. Higher rates, it is true, 
may still have to come in, in a good 
number of cases, if far no other reason 
than because of the normal regulatory 
lag that is inherent in the industry and 
because the larger percentage of ex- 
penditure involved in the 5-year pro- 
gram is still to be made. 

But it would be most unfortunate if 
the industry as a whole sat back with 
the intent of relying entirely on adjust- 
ment of rates to solve its rate of return 
problems, The industry cannot afford 
to give up its traditional search for, 
and development of, capital and oper- 
ating economies in order to be able, if 
not to continue reducing the cost of 
service, to at least maintain the con- 
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WHAT'S THE ELECTRIC INDUSTRY’S BIGGEST PROBLEM? 


fidence of regulatory bodies and of the 
public that service is being rendered at 
the very minimum cost it is humanly 
possible to supply it at. I am convinced 
that the industry as a whole is deter- 
mined to follow just that course. 


5 
Statement by Walter C. Beckjord 


PRESIDENT, CINCINNATI GAS & 
ELECTRIC COMPANY 


ey since the end of World War 
II the electric industry has been 
in a period where loads were increas- 
ing faster than new generating equip- 
ment could be manufactured and in- 
stalled. As a result, during the past few 
years the margins of capacity for 
growth and reserves have been either 
of the narrowest sort or totally non- 
existent. Construction programs re- 
cently completed and now committed 
will improve these margins this year 
and each succeeding year so that prac- 
tically normal reserves should be re- 
stored by the end of 1952. 

The cost of this new capacity being 
constructed and the increases that have 
taken place in all components of oper- 
ating costs due to the extensive rise in 
labor, equipment, and material costs 
pose problems of great magnitude to 
be dealt with in the period immediately 
ahead. Adequate rates to enable the in- 
dustry to finance these large volumes 
of new construction and careful atten- 
tion to sound economies all along the 
line are the main objectives to be at- 
tained. 

Successful solutions to these prob- 
lems and other problems facing the 
industry will depend largely upon the 
established background of public re- 
lations. The foundation of public 
relations is the quality of service 
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rendered as measured, not only by 
its adequacy and continuity, but by 
the prompt and courteous response to 
other needs of the customer in connec- 
tion with the use of the service. In ad- 
dition, and of growing importance, 
there is the service which a company 
and its organization of men and women 
can render by supporting local com- 
munity projects that contribute to the 
business, social, and cultural well-being 
of the operating area. 

There is much evidence today that 
a period of some sort of economic ad- 
justment is developing that will bear 
close watching over the next few 
months. It seems to point to the neces- 
sity for intense selling again. Is the in- 
dustry ready with sales plans and plans 
for training sales personnel to carry 
out such a program? Selective selling 
to produce more kilowatt hours per 
kilowatt of installed capacity must be 
the first objective of this program. 


* 


Statement by Walter H. Sammis 
PRESIDENT, OHIO EDISON COMPANY 

HE company’s property is not lo- 
cated near any federally owned or 
presently projected power develop- 
ments. I believe that anyone interested 
in the preservation of the American 
economic system should consider the 
effect that the many proposals of the 
Federal government to build power 
plants and transmission lines in areas 
served by existing companies may have 
on the investor-owned electric systems. 
There is fundamentally no difference 
between government construction of a 
steam power plant and government 
construction of a steel plant or other 
manufacturing establishment, Social- 
ization of the electric utility industry 
JUNE 9, 1949 
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may be but a first step toward gradual 
government ownership of industry, 
commercial enterprises, and even 
farms. 

Through a national advertising pro- 
gram, America’s business-managed, 
tax-paying electric companies are 
bringing to the attention of the public 
the accomplishments of the industry. 
Advertisements in magazines of na- 
tion-wide circulation, and the “Electric 
Theatre” radio program on a large net- 
work are continually stressing the bene- 
fits which the electric utility companies 
are bringing to the American people. 
This is positive action to combat the 
forces promoting government owner- 
ship of business. 

Much has already occurred in cer- 
tain sections of the country toward 
accomplishing such socialization. I be- 
lieve that every utility company stock- 
holder should follow closely develop- 
ments of this nature and add his voice 
to others in combating this trend to- 
ward state Socialism. 


v 
Statement by J. B. Thomas 


PRESIDENT AND GENERAL MANAGER, 
TEXAS ELECTRIC SERVICE COMPANY 


a reply to your request of April 5th, 

I believe that the most urgent mana- 
gerial problem for the electric utility 
industry during the twelve months 
ahead is that of halting the socializa- 
tion of the electric utility industry of 
the United States. 

The most effective course, in my 
opinion, is a coordinated national pro- 
gram to properly inform the public of 
the place the electric utility industry 
occupies in the homes and lives, the 
businesses, and provisions for defense 
of the country; and to set out the cost 
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in taxpayers’ money and the loss of per- 
sonal liberty which are bound to follow 
socialization of so important a part of 
the nation’s economy, 

The public generally, in fact many 
electric utility executives, do not realize 
that the governmental projects actually 
proposed at this time, if completed and 
added to those existing or under con- 
struction, would constitute a very sub- 
stantial percentage of the total electric 
generating capacity of the country— 
and that the socialization of the electric 
utility industry is being carried out as 
a national program founded on and 
furthered by national legislation and 
edict. 

People are led by constant propa- 
ganda, much of it carried on by the 
expenditure of millions of dollars of 
taxpayers’ money, to believe that the 
costs applying to the electrical features 
of governmental projects will be repaid 
to the government and will not be a 
burden on taxpayers, when, as a matter 
of fact, as is shown by the Roberts 
Report recently filed in Congress and 
the Hoover Commission’s Report on 
“Federal Business Enterprises,” most 
of the projects will not return such 
costs to the government, and the burden 
of high costs and inadequate rates is 
left on taxpayers in other areas of the 
country. 


iy is a sad fact that the general public 
has in mind a few large govern- 
mental projects as successful examples 
of governmental benevolence, without 
realizing that the very benefits they 
admire are at best subsidies to one sec- 
tion of the country obtained at the ex- 
pense of the taxpayers in other sections. 

While the electric utilities are gen- 
erally accepted and appreciated in their 
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WHAT’S THE ELECTRIC INDUSTRY’S BIGGEST PROBLEM? 


own communities, it is nevertheless 
true that the people in those same com- 
munities have little knowledge that all 
over the nation similar tax-paying elec- 
tric utilities are providing the same 
high standards of service at low rates, 
the same partnership in community de- 
velopment, in community life, in op- 
portunity for investors, and in oppor- 
tunity for young men and women to 
find jobs and professions and liveli- 
hood. 

I fully realize the difficulties of co- 
érdinated action in such a program by 
many independent groups which con- 
stitute the electric utility industry, and 
that many utility executives are com- 
placent in the matter because there does 
not happen to be a governmental proj- 
ect proposed or under construction at 
the moment in their particular terri- 
tory. Nevertheless, I feel that prompt 
and wholehearted codrdinated effort 
should be made to give the general pub- 
lic the truth about the electric utility 
industry in the United States and the 
likely consequences of its socialization. 


¥ 
Statement by W. C. Mullendore 


PRESIDENT, SOUTHERN CALIFORNIA 
EDISON COMPANY 


| em aa to yours of April 5th, I 
offer the following in answer to 
the question submitted ; #.e., “What is 
the most urgent managerial problem 
in the twelve months ahead—the prob- 
lem to which the industry as a whole 
might well give its special attention?” 

I have no hesitancy in saying that 
the most urgent managerial problem in 
the electric utility industry, as for all 
industry in the United States, is that 
of eliminating Socialism within the 
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United States. The growth of Social- 
ism is a threat to the continued exist- 
ence of every industry, as well as to 
the liberty of every citizen. 

The utility manager tends to concen- 
trate upon the threat of Socialism to 
his own industry, whereas the greater 
menace is the threat of Socialism to the 
whole of industry and to each and every 
citizen. If that be true, I submit that 
we should make it our first duty as util- 
ity managers to sound the alarm and 
to bring about an awakening on the 
part of all whom we can reach, This we 
cannot do by concentrating upon the 
threat of government competition or 
government ownership in our industry. 
Citizens generally, including many of 
those employed in our own industry, 
are not sufficiently interested in gov- 
ernment competition with our industry 
to bestir themselves to oppose it. If, 
however, they can be made to realize 
that the threat of Socialism arises out 
of the nationalization of their own in- 
come, and the constant concentration 
in Washington of power over their 
lives and the lives of their children, 
then their self-interest may lead them 
to take action for self-preservation, 

I repeat: Our greatest danger is not 
from the threat of socialization of the 
electric utility industry but rather from 
the encroachment of Socialism in many 
other directions. While we are concen- 
trating in defending against the direct 
attack upon our own business, the 
foundations of our business, in com- 
mon with all private enterprise and the 
fundamental rights involved therein, 
are being undermined. Hence, our first 
duty whether as utility managers or as 
private citizens, whether as members 
of the industry or as individuals, is to 
fight to restore liberty in America. 
JUNE 9, 1949 
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Statement by Edwin Vennard 


VICE PRESIDENT, MIDDLE WEST SERVICE 
COMPANY, CHICAGO, ILLINOIS 


HE most urgent problem facing 
management of electric utility 
companies is not unlike the principal 
problem facing all management of 
American industry. That problem is: 
What can businessmen do to help 
preserve individual freedom in Amer- 
ica? 

Many people today are fearful that 
creeping socialization will progress un- 
til government gradually takes over 
operation of the American economy. 
If that occurs, then the government 
will control individual livelihoods to 
the extent that individual freedom, as 
we have known it, will be lost. 

In a modern society, creeping social- 
ization progresses through excessive 
taxation and the gradual socialization 
of key industries and professions. The 
solution of the problem is not easy, It 
has to do with people—their attitudes, 
emotions, beliefs and desires, and their 
knowledge of business and _ public 
affairs. 

Managers of electric companies have 
been facing this problem for a long 
time. Because of this longer experience, 
electric company management has a 
greater responsibility—first, in finding 
the proper solution; second, in arous- 
ing the interest of other businessmen 
in coping with the problem. Business- 
men can do a great deal to stop these 
trends. 


|. peng responsibility in 
solving the problem may be 
divided into two parts: 


1. Operations 
The business should be operated 


so well as to justify the faith of 
employees and the public in our 
capitalistic system. This means 
the best possible service at the 
lowest price, which will maintain 
the business and provide fair 
wages to employees. 

2. Development of Favorable Em- 
ployee and Public Attitudes 

Assuming that our operations 

are properly conducted, then the 
stopping of creeping socialization 
depends upon what management 
does about the attitudes and 
knowledge of employees and the 
public. 


Establishment of favorable employee 
and public attitudes is difficult, but 
tested methods are available by which 
it can be accomplished. 

It has been established that there is 
a relationship between job satisfaction 
and employee attitude on the question 
of collectivism vs. individual freedom. 

It has also been established that there 
is a relationship between employee 
knowledge of economic facts and em- 
ployee attitude on the question of col- 
lectivism vs. individual freedom. 


Spneser studies along this line 
have been and are being conducted 
by Opinion Research Corporation, 
Princeton, New Jersey, for a number 
of key industries. A test is made of the 
employees’ attitude on the question of 
collectivism vs. individual freedom. 
This is accomplished by questions 
which produce a satisfactory relative 
measurement of the extent of accept- 
ance of the collectivist philosophy. 
Chart 1 shows the relationship be- 
tween job satisfaction and employee 
belief in collectivism. Among the very 
well satisfied employees 62 per cent an- 
swered ten test questions in a way 
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CHART 1 


which indicated belief in the free en- 
terprise philosophy. These employees 
were against government taking over 
more control and operation of business 
and the general economy. Thirty-eight 
per cent of these employees were in 
favor of more government control and 
operation. However, among the strong- 
ly dissatisfied employees only 29 per 
cent answered those ten questions on 
the free enterprise side and 71 per cent 
answered the ten questions as they 
were answered by people known to be 
collectivists. 

A similar relationship exists with 
respect to the employee’s knowledge of 
economic facts, and his attitude toward 
free enterprise, as shown in Chart 2. 

Among well - informed employees, 
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CHART 3 


75 per cent answered those ten ques- 
tions on the free enterprise side and 25 
per cent answered on the collectivist 
side. Among uninformed employees, 
only 17 per cent answered on the free 
enterprise side, whereas 83 per cent 
lined up with the collectivists. 

See Chart 3 for a further example 
of employee lack of knowledge of eco- 
nomic facts. Employees of American 
industry think manufacturers make 25 
per cent profit. They think 10 per cent 
is fair. The actual profit is less than 
employees think is fair, and is far less 
than the profit employees think indus- 
try makes. 


HIS question was asked of an ade- 

quate sample of factory workers: 
Out of every dollar paid in dividends 
to stockholders, salaries to top manage- 
ment, and wages to workers—how 
much of this dollar do you think the 
worker gets? 
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Workers hold this idea: 
Workers get—25 cents. 
Top management and stockhold- 
ers get—75 cents. 
The fact is: 
Workers get—81 cents. 
Top management and stockhold- 
ers get—19 cents. (See Chart 
4.) 


These studies indicate there is a defi- 
nite relationship between job dissatis- 
faction and employee belief in collec- 
tivism. Similarly, there is a relation- 
ship between employee knowledge of 
facts and belief in collectivism, 

On both of these, there is much that 
management can do. Experience has 
shown that where the problems of job 
satisfaction and of informing em- 
ployees have been approached on a 
scientific basis, the results have been a 


change in employees’ attitude on the 
question of collectivism vs. individual 
freedom. And there is much evidence 
indicating that employee attitude is a 
strong influence on public attitude. 

Consequently, managers of electric 
companies should aggressively seek the 
solution of this problem, primarily at 
the local level. However, for reasons 
of economy and coordination, the prob- 
lem should be attacked on a national 
scale to the extent that the problem is 
common to all electric companies. By 
seeking a solution of the problem in 
this fashion, electric company man- 
agers may not only see the stopping of 
creeping socialization in the electric in- 
dustry, but they may set an example 
for other industries that do not yet 
feel the problem so acutely. 





Original Cost, Inflation, and Financing 


CC TF utilities are to continue to operate efficiently and economically to 
the point where investors are willing to pay more for their common 

stock than the book value, it necessarily follows that the companies pay 
less for their money than if the basis of their allowable return is predt- 
cated upon book value. For a commission to authorize the sale of com- 
mon stock well above book value and then establish a rate base predicated 
upon the underlying value of the property supporting that stock at book 
cost is to my mind confiscatory. If that policy is pursued, it takes away 
all the incentive of the men who operate companies to do a good, eco- 
nomical job. It makes them realize that they are not given consideration 
for the economies the investor recognizes and, if carried along far enough, 
is bound to result in declining earnings, increased cost of capital, and the 
forcing of issuing senior securities at a time when equity capital should 
be sold. Of necessity this runs counter to the interest of sound rates and 
financing in meeting the perennial growth utilities have always had... . 
“Original cost accounting has a very definite place in the scheme of 
things. But when one is confronted with stupendous construction and the 
resulting financing, to arrive at a rate base resting in large part on values 
of less than half of today’s value runs counter to sound economics... . 
“The concept of original cost has been developed step by step by its 
advocates to a point where many people today have come to believe that 
cost to the person first devoting property to public use, less depreciation, 
is the universal basis upon which rates should be fixed. This ts not true 
and its advocacy can only lead to unsound rates and financing in many 


2 


instances.” 


—Justin R. WaitiNe, 


President, Commonwealth & Southern 


Corporation. 
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When Would You 
Seek Equity Capital? 


It is easy to be enthusiastic when the market is up. But there is a different 

picture when the market is off and there is a temptation to curtail expan- 

sion plans or resort to debt financing. Here ts a down-to-earth discussion 
of timing on utility equity financing from an authoritative source. 


By tHE HONORABLE HARRY A. McDONALD* 
VICE CHAIRMAN, SECURITIES AND EXCHANGE COMMISSION 


HE difficulty of doing equity fi- 
§ ee - in today’s market is the 

subject of widespread discussion. 
The utilities are particularly pressed 
because their expansion plans call for 
increased rather than diminished ex- 
penditures of funds over the next few 
years. While American industry as a 
whole may have passed the peak of 
postwar expansion, the same is not true 
of the utilities. Reliable estimates call 
for increasing expenditures not only 
during this year but also in 1950 and 
1951. 

Within certain limits, management 
can postpone issuing new equity securi- 
ties in what it considers an unreceptive 
market. Internal accumulations, when 
available, are the equivalent of equity 
money. Moreover, the institutional in- 
vestors are ready to supply a certain 
amount of funds in the form of debt 
and the banks can provide short-term 


*For additional personal notes, see “Pages 
with the Editors.” 
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financing of the same type. But in- 
evitably the point is reached where, if 
a proper balance between debt and 
equity is to be maintained, new equity 
capital must be secured. 

For many years now the SEC has 
served as a sort of financial conscience 
—constantly putting in a word for the 
merits of equity financing. Except as to 
companies registered under the Public 
Utility Holding Company Act, our 
efforts are necessarily limited to verbal 
entreaty, But we are not alone in this 
endeavor. As one commentator has 
pointed out, “Hardly a week goes by 
that someone doesn’t write an article 
on some aspect of the problem of the 
‘shortage of equity capital.’”” Win- 
throp W. Aldrich recently’ phrased the 
issue this way: 

“If there is a flow of capital—I do 
not mean debt, I mean equity capital— 


1“Our National Economy and the Electric 
Utilities,” Pustic Urmrrres Fortnicutcy, Vol. 
XLIII, No. 7, page 399, March 31, 1949. 
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to the utilities they will exhibit the 
vigorous economic virtues that go with 
risk capital. If there is no such flow 
of equity capital to the utilities, they 
will be obliged to go further into debt 
and will run downhill not only in finan- 
cial health but in their capacity to ren- 
der those services to the public for 
which they are chartered.” 


NX the SEC we do not make a fetish 
of any particular numerical ratio 
of debt to equity, but we do have 
touchstones—and we do insist, to the 
limit of our powers, on a balanced capi- 
tal structure. A particular ratio which 
is healthy for one company may be in- 
adequate or overly conservative for an- 
other. A certain amount of leeway and 
flexibility is necessary, The important 
thing is that there always be a suffi- 
cient equity cushion to withstand the 
shocks of the business cycle. While the 
utilities can properly handle a sizable 
proportion of debt in their capital struc- 
tures because of their heavy investment 
in plant, relatively stable earnings, and 
long-term growth trend, there is a limit 
to the degree of inflexibility which can 
be undertaken without endangering 
financial soundness. 

The utilities have a continuing and 
constant need for new capital. Mr. 
Wendell Willkie, when he was presi- 
dent of the Commonwealth & Southern 
Corporation, explained that need in his 
characteristically vivid manner some 
years ago. Testifying before the Com- 
mittee on Interstate and Foreign Com- 
merce during the hearings on the hold- 
ing company legislation, he said: 

“. . , There is no business in the 
world that requires money, such as the 
utility business . . . supposing you and 
I are going to organize an automobile 
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factory and we say that $10,000,000 
is the capital that we are going to put 
into that business. Now, there is no 
necessity, as long as we want to confine 
ourselves to that particular organiza- 
tion, to ever raise a dime more than the 
$10,000,000 capital; but in the utility 
business, every morning that a utility 
man gets up, he knows that before the 
day is over he is going to have to make 
some capital expenditure. I do not mean 
operating expenses, He has got to put 
some more money in his plant. Some 
fellow calls up the service department 
and says, ‘I want a connection.’ 

“And, of course, under the law they 
have to make that extension. 

“Here is a new factory that starts up 
—here is an old factory that starts up 
—every day, every hour almost, of 
every utility in the country, they need 
more capital; whether it be good times 
or bad times or indifferent times.” 


W: at the commission have a 

mounting concern over the tend- 
ency of utilities to finance the cur- 
rent expansion program through debt, 
and we are dismayed at the deteriora- 
tion in structures which has taken place 
in some companies which have left our 
jurisdiction. We are also opposed to 
the use of financing techniques which 
tend to obscure the real nature of the 
transaction and give a false appearance 
to what is taking place. I am referring 
particularly to the lease-back device, 
recently grown so popular in the com- 
mercial field, which has appeared in 
several utility financing projects. The 
lease-back in utilities is designed to in- 
crease indebtedness while avoiding the 
appearance of doing so, Any appraisal 
of its effect should look beyond the 
form to its over-all effect on the capital 
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structure of the consolidated operation. 

The lease-back is an illustration of 
the lengths some companies will go to 
avoid facing today’s common stock 
market. Sound financing of a utility 
construetion program should provide 
for periodic common stock sales and 
for maintaining the debt equity balance 
right along. Overindulgence in debt 
and neglect of equity mean that as the 
program progresses the pressure to sell 
stock gets more intense, until finally 
the time comes when stock must be sold 
regardless of the state of the market. 
It is far wiser not to exhaust one’s cred- 
it and to leave some flexibility for the 
final stages of the program. There is 
no poorer time to sell common stock 
than when you have to: There is no 
better time than when you can. 


, ’ \HERE are some who take the short- 


sighted view that the best way to 
raise money is the cheapest way at the 
particular moment. The tax laws and 
prevailing low interest rates lead these 
persons to the conclusion that the op- 
timum in financing is a capital structure 
with a very great amount of debt, But 
the long-range interests of the com- 
pany, its security holders, and of our 
economy as a whole are seldom served 
by such short-term considerations. Sig- 
nificantly, these same officials will often 
say that they would like more equity if 
it didn’t cost so much to get it. 


This, to me, is the heart of the prob- 
lem of equity financing. 

If any of you have tried to sell a 
used car during the past few weeks, you 
learned that it was mighty difficult to 
find anyone who had as fancy an idea 
of its value as you. You perhaps had a 
preconceived notion of about what you 
could get for it, but no one would agree 
with you. The same is true with most 
of one’s possessions in a buyers’ mar- 
ket, and certainly it is true of stock. 
Managements rarely feel that the mar- 
ket adequately reflects the inherent 
worth of their fine company’s securi- 
ties. Being natural optimists about their 
particular business and thoroughly 
imbued with the superiority of their 
company over all others, they are dis- 
couraged when the outside world takes 
a colder view of things, 


| has been my experience that an 
officer of any company is seldom the 
best person to give you a fair com- 
parative appraisal of his security as 
against the rest of the market. Conse- 
quently, management usually feels that 
unless it sells common stock at the very 
peak of the market, it is giving some- 
thing away—or, in others words, that 
selling stock costs too much. Certainly 
this is the feeling of most existing 
stockholders, who would much prefer 
increasing their leverage to sharing 
their ownership with newcomers. 


e 


“Sounp financing of a utility construction program should 
provide for periodic common stock sales and for maintaining 
the debt equity balance right along. Overindulgence in debt 
and neglect of equity mean that as the program progresses 
the pressure to sell stock gets more intense, until finally the 
time comes when stock must be sold regardless of the state 


of the market.” 
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At the commission we have watched 
company after company wrangle with 
this problem. The answer does not 
come easily. The pressure on manage- 
ment from existing stockholders is 
very, very great, and not infrequently 
quite vocal where there is some con- 
centration of ownership. The usual re- 
action is to say, “Well, let’s put it off a 
while and see.” This procrastination, 
and it is nothing more, is a serious mis- 
take, It is based on a single premise of 
very doubtful validity—on the premise 
that tomorrow things will be better. All 
through the spring and early summer 
of 1946 many companies tried to play 
the boom by putting off their stock sale 
“a little longer.” Then came the Sep- 
tember break and the train pulled out. 
We hear the same thing in different 
forms today : “Let’s wait until our new 
higher dividend rate is more firmly 
established” ; or ““Let’s wait until next 
year when hydro conditions will be bet- 
ter”; and last fall everyone wanted to 
wait until after elections! 


| genteel is a trustee of finan- 
cial affairs as well as of business 
operations. It cannot fulfill that trust 
if it thinks in terms only of sell- 
ing new stock at the extreme high dol- 
lar. Experience shows that when man- 
agement thinks in such terms and fails 
to satisfy that condition, for some rea- 
son or other the stock never does get 
sold. Management owes it to security 
holders to bring in new equity capital on 
a fair basis, rather than seek an unrea- 
sonably advantageous basis. The new 
stockholder is as important as the old 
—as soon as he has put up his money. 
Alexander Dow, for many years the 
distinguished president of the Detroit 
Edison Company, used to say, “I want 
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our stockholders to make a profit on 
the securities they buy in my company, 
They always feel better and they also 
make better patrons if they should hap- 
pen to live in our community.” Smart 
management wants its securities to 
please the holders. If you need capital 
—-sell equity when you can sell it. Wait- 
ing for that last fractional point fre- 
quently means not getting it at all, or 
sometimes getting it under price con- 
ditions which in the long run can be 
detrimental to the company’s over-all 
financing picture. 

Now here is where the investment 
banker comes in. The investment fra- 
ternity bears a joint responsibility with 
management in such financial matters. 
We tend to overlook the fact that the 
investment industry does more than 
merely distribute and conduct a market 
in the securities of corporations, In- 
vestment bankers are also the coun- 
selors and advisers to business on fi- 
nancial matters. In that capacity they 
influence not only the timing of new 
security issues but also the type of 
security which will be issued and, in 
some measure, the offering price. 


| gumeenece-gaste particularly in the 
case of smaller industrial corpo- 
rations, relies heavily on the investment 
banker’s intimate knowledge of the 
market in formulating immediate fi- 
nancial policy. Unfortunately, manage- 
ment has not been accustomed to seek 
banking advice on those more general 
aspects of financial policy which in the 
long run will determine market recep- 
tivity to a particular corporation’s se- 
curities. Many corporation presidents 
are very successful operators of big 
businesses, but they know next to noth- 
ing when it comes to financing. Every 


744 





WHEN WOULD YOU SEEK EQUITY CAPITAL? 





Best Market for New Security Issue 


a corporation presidents are very successful operators of big 

businesses, but they know next to nothing when it comes to 

financing. Every broker knows—whai few corporation presidents seem 

to realize—that the best market for a new security issue lies with persons 

already owning some of the stock—provided they have had a satisfactory 
. experience with tt.” 





broker knows—what few corporation 
presidents seem to realize—that the 
best market for a new security issue 
lies with persons already owning some 
of the stock—provided they have had 
a satisfactory experience with it. But 
it is next to impossible to sell stock a 
second time to someone who watched 
his previous purchase decline because 
it was overpriced at issuance. A new 
offering gets favorable response when 
the securities already outstanding are 
well thought of. 

Those engaged in the sale and dis- 
tribution of securities are, in a sense, at 
the mercy of management for quality 
—and quality will count, in the end, re- 
gardless of the business in which one 
may be. Market quality, like an in- 
dividual’s credit, is not established 
overnight. It must be carefully and 
painstakingly nurtured year after year. 
And, as with individuals, market 
standing depends not merely upon earn- 
ing ability, but also upon consistency 
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of performance; the treatment of exist- 
ing security holders; how others fared 
who purchased the stock in the past; 
upon whether, in comparison with al- 
ternative investments available, this 
security will yield a fair return; and, 
in no small measure, upon whether 
management runs the corporation for 
the benefit of all of its security holders, 
large and small, or for the benefit of 
only a few. 


BF aes investment industry is being 
given a lot of the blame today for 
what is commonly called the “inade- 
quacy” of our equity markets. They are 
charged with failing to adapt them- 
selves to:changing times, with con- 
tinuing to cater to the few large in- 
vestors rather than to the many small 
ones, and in general with not perform- 
ing their assigned function of channel- 
ing the nation’s savings into the serv- 
ice of American industry. 

The past two decades have seen a 
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significant redistribution of wealth 
taking place in this country. Changing 
social patterns, combined with our re- 
markable rate of productivity, and 
progressive income taxation, have 
meant that the national income is be- 
ing spread more evenly among more 
and more people. As a consequence, 
more people today have a little more 
money, and fewer people have a whole 
lot of money. It also means that the 
few can no longer supply the vast sums 
of capital needed to finance American 
industry. That capital must come from 
the mass savings of all the people. 
These are the people to whom equity 
securities will have to be sold and the 
investment fraternity has an important 
educational job to do among them. 
Management likewise has a part to 
play in creating an investment interest 
in people not now accustomed to invest- 
ing a portion of their savings in cor- 
porate securities. Stockholder relations 
are an important management func- 
tion. The small investor to whom in- 
dustry must look for capital may 
sometimes be a speculator ; more likely 
he is attracted to common stock invest- 
ment by the greater return on his 
savings as compared with insurance, 
government bonds, or savings deposits. 
These investors will require a more 
liberal dividend policy than most in- 
dustrial companies have followed in the 
past. How often do we find dividend 
policy dictated by the individual tax 
problems of a few large stockholders 
rather than the over-all good of the 


corporation and the desires of the 
large number of small stockholders? 


|B pepe yield is a big selling point 
on new issues. A company that 
wants new equity capital must be pre- 
pared to pay a return on that capital, 

Here the problem of the utilities 
tends to differ somewhat from that of 
other business. While there are some 
few utilities which can be charged with 
a niggardly dividend policy, utilities on 
the whole have a substantially higher 
pay-out than do other segments of in- 
dustry. As a consequence, they have 
very little in the way of internal accu- 
mulations with which to finance expan- 
sion. ° 

It is also true, however, that util- 
ities on the whole sell on a more 
favorable price earnings basis than do 
industrials and that utilities can fre- 
quently sell common stock in markets 
which would be closed to other types 
of businesses. 

Finally, in commenting upon the 
respective roles of the investment in- 
dustry and management in the raising 
of equity capital, responsibility of gov- 
ernment should not be overlooked. 
Those agencies, Federal and _ local, 
charged with regulating portions of our 
national economy must never, in their 
concern with particular problems or 
particular companies, lose sight of the 
larger picture, and of the contribution 
which sound business enterprise makes 
to the happiness and well-being of our 
people. 





¢ mi our system of free enterprise is permitted to function we shall 

have little unemployment, large production, large retail sales for 
anumber of years, and all we need right now is a halfway efficient govern- 
ment and some degree of codperation between labor and capital. I be- 
lieve both will come.” 


—Rosert E. Woop, 


Chairman, Sears, Roebuck & Company. 
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The Pressing Challenge 


Of Employee 


Development 


Their continuing education, says the author, is a 
matter of enlightened self-interest for utility com- 
panies and of outstanding importance to the electric 


company. 


Attractive framework of various courses 


of instruction. 
By F. E. VERDIN* 


EW industries, if any, have as 

i oe a need for up-and-coming 
young leaders, at all levels of man- 
agement, as the electric utility business. 
Quite apart from the normal Ameri- 
can urge to progress and develop, there 
are two main reasons why electric com- 
panies must improve the quality and 
performance of their supervisory, ad- 
ministrative, and executive man power. 
One reason is the almost astonishing 
rate of the companies’ growth, which 
stems both from their own selling ef- 
forts and from naturally increasing 
demand by the public for their services. 
Already, estimates of this growth 


*Director of personnel, The Cleveland Elec- 
tric Illuminating Company. For additional per- 
sonal notes, see “Pages with the Editors.” 
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which were made several years ago 
seem too modest. It was estimated, for 
instance, that the business will be four 
or five times its present size within 
thirty years. It was predicted that the 
total current valuation in the property 
and plant account of something less 
than $20 billion will rise to more than 
$80 billion within the next generation. 
It now seems likely that this future 
figure will be considerably larger. 

This expansion naturally will call for 
men and women with ability and train- 
ing who can direct and administer vast- 
ly larger operations, And it will call for 
many more such employees. 

The problem of enlarging staffs all 
the way up to the top executive level is 
intensified by the fact that the average 
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age of electric utility executives is high 
compared with that in other industries. 

Surveys have shown, for instance, 
that the average age of top utility ex- 
ecutives is close to sixty, with 85 per 
cent of them being fifty or older. There- 
fore the retirement rate will be rapid 
over the next fifteen years, 

In addition to the obvious problem 
of executive replacement which thus 
faces the utility business, there is an- 
other impelling reason why electric 
companies must take a long, hard look 
at their plans for upgrading many em- 
ployees who are now below the execu- 
tive level. 

The business has become much more 
complex over recent years. Costs have 
risen spectacularly and have changed 
some of the economic trends in the in- 
dustry. Because of this cost factor, 
there is a need for maximum skill and 
ingenuity in design, construction, and 
operation of electric properties, in pub- 
lic relations, in selling, and in living 
with government regulation, The qual- 
ity of employees to carry on work in 
connection with these needs at all levels 
cannot be too high. 


N°? matter what the problems facing 
it, however, the electric utility 
business must render its service ever 
more efficiently and, if possible, more 
cheaply. As the fastest growing large 
industry in the nation, it is obligated 
to increase its usefulness to the public. 

By so doing, the iridustry can take 
full advantage of a priceless opportu- 
nity to enhance its standing with its 
customers — which means practically 
everyone. The soaring demand for 
electricity demonstrates the ready-made 
public acceptance of the industry’s 
product. All that remains is to satisfy 
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that demand with the best possible all- 
around service. 

Because of the complexities of our 
business it isn’t easy for the public to 
understand us. From this situation has 
developed the fact that more and more 
leaders in the business are emphasizing 
that “it is more important for the pub- 
lic to like us than to understand us.” 

In the light of these facts, an obvious 
means of preparing employees to han- 
dle the problems confronting them and 
the industry is a training and develop- 
ment program. Such a program should 
include many phases. But ideally, it 
should cover not only material with 
which employees work daily, but addi- 
tional information about the company 
and the industry as a whole. 

The first problem, of course, is that 
of recruiting top-grade material, par- 
ticularly at the college-graduate level. 
Then comes indoctrination into the 
business and a full, hard-hitting pro- 
gram of education in the various 
aspects of the utility industry. As em- 
ployees develop into administrative or 
supervisory material they must be pro- 
vided with management tools and given 
further training in management prin- 
ciples and practices. And, finally, a 
program of executive development is 
necessary to provide the final prepara- 
tion for assuming top-level responsi- 
bilities. 


ye of this must be carried out in an 
area of understanding on the part 
of the company’s management of the 
problems to be met in developing peo- 
ple as well as the needs to be filled in 
the organization, 

It is heartening that although utility 
companies have not been among the 
leaders of industry in coming up with 
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training plans, a new awareness of the 
need for such programs has developed. 

Last year an Edison Electric Insti- 
tute subcommittee, headed by H. K. 
Breckenridge, concluded a thorough 
study of the problem and came out with 
a suggestion for improving the indus- 
try’s approach to college men. Among 
other things, the subcommittee recom- 
mended distribution of factual printed 
material to prospective employees at 
colleges. This material, setting down in 
black and white the attractions of the 
industry, should be an important sup- 
plement to personal recruiting visits to 
colleges, the subcommittee said. 

Already many utilities have resumed 
or stepped up their activities in the col- 
lege-recruiting field and good results 
are indicated in the more favorable 
attitude of the young engineer toward 
a career in the public utility business. 

In addition to this cognizance of the 
desirability of attracting high types of 
young men, some electric companies 
have developed outstanding training 
programs, Surveys have shown, how- 
ever, that too many companies have 
been lax in training after an initial in- 
doctrination period. 

No one can deny the value of such 
training. It is essential both to develop 
current employees and to attract the 
better grades of new employees, espe- 
cially the young college graduate. Many 
of the latter have passed up the indus- 


try because of lack of information 
about formalized training programs. 
Hence it is up to us in the business to 
provide such programs and then to 
make known their existence. 


F Sosa made for our company 
two years ago revealed that for- 
malized training programs are one of 
the major attractions an industry can 
offer college graduates. In this respect 
the electric utility business can profit 
from a study of some of the programs 
provided by many manufacturing con- 
cerns. 

Thus continuing employee education 
is a matter of enlightened self-interest 
for utility companies, 

In our own case, after stepping up 
our program of recruitment at the vari- 
ous colleges and developing a brief in- 
doctrination program for new em- 
ployees, our greatest need was for a 
training program aimed especially at 
the newly hired college graduate. 

This was accomplished through 
what we call an Advanced Educational 
Program, put into operation early this 
year. This program is designed to fill 
the gaps which may be left from the 
other phases of our training activity. 
Its stated purpose was twofold: (1) to 
help employees gain a better under- 
standing of the company, and (2) to 
help them prepare for greater responsi- 
bilities. 


e 


ties in the college-recruiting field and good results are indi- 


q “_.. many utilities have resumed or stepped up their activi- 


cated in the more favorable attitude of the young engineer 
toward a career in the public utility business. In addition to 
this cognizance of the desirability of attracting high types of 
young men, some electric companies have developed out- 
standing training programs.” 
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Originally we looked on the program 
as one primarily for newly hired col- 
lege graduates. Later we saw it was 
desirable to open up the program to 
other employees who had both working 
experience and at least a fair degree of 
formal educational background. These 
two groups of employees, in other 
words, are the ones who will need added 
skills in the future. 

In thinking out the program, it was 
natural and appropriate to use material 
already at hand, The nucleus was avail- 
able in the information presented at 
our monthly management conferences 
which will be touched on later, although 
this, while essential, was not enough. 
Two courses were laid out and are now 
being presented. 


| Ppowes I is intended primarily for 
new employees who satisfy educa- 
tion and test requirements, and for non- 
management employees with the quali- 
fications we consider necessary to 
enable them to benefit from the pro- 
gram. It covers, generally speaking, 
the material presented to management 
people through conference programs, 
and includes tours of certain company 
properties. 

Titles of the subjects covered in 
Course I give a pretty fair idea of the 
kind of material offered. These sub- 
jects include: Our Company — Its 
Growth and Prospects, Company Or- 
ganization, The Electric Public Utility 
Business, The Rates and Statistics De- 
partment and Its Responsibilities, 
Steam Generating Plants, Utilization 
of Coal in the Production of Electric 
Power, Company Methods, Standards 
and Procedures, Job Classification and 
Evaluation, Safety, Investors Rela- 
tions, The Electrical System of the 
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Company, The Company’s Sales Oper- 
ations, Lines, Public Relations and 
Advertising, The Company’s General 
Services, Union Relations, The Story 
of the Accounting Divisions, The 
Future Territory Market, Incoming 
and Outgoing Monies, The Work of 
the Claims Department, Trends in Util- 
ity Financing, Budgeting Interpreta- 
tion and Financial Statements, and 
Trends and Forecasting. 

By the time an employee finishes this 
course his understanding of all the dif- 
ferent kinds of work involved in an 
electric utility will be greatly broadened, 
He will not be an all-around expert, by 
any means, but at least he will know 
something of the company’s problems. 


pres II, including specialized in- 
struction on subjects important to 
an individual whose responsibilities are 
increasing, is attended by both manage- 
ment and nonmanagement employees. 
The topics covered in Course II are 
Conference Leadership, Writing. in 
Business, Public Speaking, Human Re- 
lations, Public Contacts, Electric Gen- 
eration, Transmission and Distribu- 
tion, and Engineering Economy. 


| Rye II is taught both by company 
employees with the kind of spe- 
cialized knowledge required and by 
faculty members of Case Institute of 
Technology and Western Reserve Uni- 
versity. Public Speaking, for example, 
is directed by Dr. Warren Guthrie, 
head of Western Reserve’s Speech De- 
partment. Russell C. Putnam, associate 
professor at Case, teaches the course in 
Engineering Economy, Dr. Robert 
Shurter, head of the Languages De- 
partment at Case, will direct the course 
in Writing in Business. 
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Broadening of Ability of Employees 


¢ cys this age of specialization, tt is necessary to build up and broaden 

the ability of employees who are progressing to the point of tak- 

ing on top-level responsibilities. Such a program should include rotation 

of assignment in one of several forms, encouragement of their participa- 

tion in civic and service groups and community-building activities, special 

assignments in addition to their usual work, and counseling by principal 
executives to atd in the development of their potential abilities.” 





Classes in each course last two hours, 
one night every other week. Attend- 
ance is entirely voluntary. The courses 
will adjourn for two and one-half 
months during the summer. 

Before this Advanced Educational 
Program opened formally, we were 
faced with the selection of candidates. 
We announced the program in Septem- 
ber, 1948, and invited any employee in- 
terested in either or both of the courses 
to make an application. Application 
forms were sent through supervisors 
to the training division. 

We explained in advance that em- 
ployees accepted must meet certain 
qualifications and that they would be 
required to take aptitude tests, We said 
that an employee’s education and ex- 
perience together should approach the 
equivalent of a 4-year college course. 


M”= than 400 applications were 


received, from which the com- 
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mittee responsible for developing and 
carrying out the program selected a 
total of 190 employees for the initial 
courses. Selection of the candidates was 
made on an over-all basis of education, 
experience, tests results, and demon- 
strated performance. No one criterion 
in these cases was all-important. The 
number selected was limited by the 
available conference rooms and instruc- 
tion. 

The tests given applicants were the 
Otis Mental Ability Test, the Moss 
Social Intelligence Test, the Bernreu- 
ter Personality Inventory Test, and the 
Strong Vocational Interest Test. These 
tests were selected because they had 
been used with some degree of success 
in connection with the employment of 
various people in relatively important 
assignments, and some records were 
thus available on their validity, 

Results of such a program are diffi- 
cult to gauge at best, since many in- 
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tangibles are involved. In addition, we 
cannot hope for too many concrete in- 
dicators after such a short time. 

But we are reasonably sure that par- 
ticipants in the courses have a high 
degree of interest. Attendance has been 
running over 90 per cent, even though 
the classes are voluntary and take place 
evenings on an employee’s own time. 


oe are no formal grades in the 
courses. We hope eventually to in- 
stitute a more precise system for meas- 
uring the progress of individuals. 
Already instructors are attempting to 
evaluate the employees in their classes. 

Because of the short duration of the 
program so far, we have been unable 
to note the influence of the courses on 
promotions, To relieve any sense of 
compulsion surrounding the courses, 
we emphasize that progress in the 
courses has no direct bearing at this 
time on immediate advancement. 

From observation, however, we feel 
it is safe to assume that the “students” 
in the classes will be better equipped for 
ultimate progress in our organization 
because of the general and specific 
knowledge they are bound to acquire. 
This knowledge would not ordinarily 
be available to such people in the course 
of their departmental progress. 

There are other phases of a well- 
rounded employee development pro- 
gram which should be touched on here. 

As employees move forward from 
such a program as our Advanced Edu- 
cational Program, they ultimately be- 
come candidates for administrative, 
senior technical, and supervisory work. 
Employees in this latter category we 
have designated management em- 
ployees. They belong to what is re- 
ferred to as a management group. 
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W: have found that people who are 
a part of such a group are not 
unlike nonmanagement employees in 
that they have similar desires and aspi- 
rations. 

As a result of a rather compre- 
hensive study it was concluded that 
along with such things as responsibility, 
recognition and respect, job security, 
opportunity for advancement, suitable 
pay, and the right to be heard, manage- 
ment people have a great urge to know 
what is going on in the company. 

One method we have used to satisfy 
this urge is to conduct quarterly man- 
agement meetings. These are held four 
times a year; and, after a dinner, we 
provide talks by principal executives of 
the company or some outstanding out- 
side speakers in the business world and 
wind up the evening with a bit of light 
entertainment. In addition to providing 
the information so desired by the mem- 
bers of the group, it gives an opportu- 
nity to build a better team feeling 
among the members. 

Supplementing this means of sup- 
plying information to management 
people, we conduct monthly manage- 
ment conferences throughout the year 
except during the summer. These were 
inaugurated over three years ago. 
Every member of the management 
group is assigned to a conference group 
of about twenty members which meets 
monthly. 

These monthly meetings vary from 
pure conferences to straight lectures, 
depending upon the subject matter 
which covers all phases of the com- 
pany’s operations, as well as human 
relations, labor relations principles, su- 
pervisory practices, personnel practices, 
and several specific sections on depart- 
mental organization and operation, 
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A new members are added to the 
management group by promotion 
they are given a brief training, particu- 
larly in management principles, in an 
attempt to bring them up to date with 
the older members of the group who 
have been participating in conference 
programs for some time, These man- 
agement indoctrination meetings take 
place once each quarter and cover about 
forty hours of conference and instruc- 
tion. 

To round out a program of employee 
development, it is essential that the 
subject of executive development be 
given attention. While most of our own 
work in this field is in the experimental 
and thinking stages, there are some con- 
clusions which should be mentioned 
here. 

In this age of specialization, it is 
necessary to build up and broaden the 
ability of employees who are progress- 
ing to the point of taking on top-level 
responsibilities. Such a program should 
include rotation of assignment in one 
of several forms, encouragement of 
their participation in civic and service 


groups and community-building activi- 
ties, special assignments in addition to 
their usual work, and counseling by 
principal executives to aid in the devel- 
opment of their potential abilities. Such 
an undertaking will tend both to in- 
crease the outlook and prestige of the 
younger men and to enhance their 
standing and that of their company in 
the eyes of the community. 


Ww the above-established pro- 
grams and those that are in the 
development stages, we feel that we are 
providing at least a partial answer to 
impressions that the utility business is 
not interested in the future advance- 
ment of employees, 

We want high-grade potential em- 
ployees to look on our company as a 
place where they can exercise their 
capabilities. We also want our present 
employees to feel we care about their 
progress. 

If we can help our employees to 
grow, our company is bound to grow 
accordingly. Any such development 
also will help the industry. 





aad, ape analysis of the national income for 1948 
appears in the SURVEY OF CURRENT BUSINESS, issued 


by the Bureau of Foreign and Domestic Commerce. In this the 
point is made that ‘national income originating in government, 
which is measured by the compensation of government em- 
ployees, was markedly lower in relation to the national income 
aggregate in 1948 than in any year since 1930... .’ As low as it 
appears in the estimate, however, that compensation to govern- 
ment employees last year totaled $20 billion. That is comparable 
to the national income from all mining in the United States, 
from all contract construction, and from all public utilities and 
communications industries ; the combined total for all these last 

ear was $21 billion. Governmental payrolls should not be be- 
ittled.” 

—EDpIToRIAL STATEMENT, 
The (New York) Sun, 
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Is Competitive Bidding 
Working Out? 


The chief executive of a national association of dealers most 

concerned in the handling of public utility security issues, 

analyzes the experience of the investment banking fraternity 

in trying to promote equity financing under the competitive 
bidding practice. 


By HAL H. DEWAR* 
PRESIDENT, INVESTMENT BANKERS ASSOCIATION OF AMERICA 


Mr. Ely, the financial editor, wrote 

a very informative article about the 
campaign of the New York Stock Ex- 
change to popularize equities. The in- 
vestment banking industry believes 
that the need for the successful out- 
come of this campaign is fundamental- 
ly important. Venture capital is the 
lifeblood of the free enterprise system 
and a proper understanding of its func- 
tion by the people is essential if it is 
to flow without hindrance, We can’t 
have free enterprise if equities won’t 
move at a fair price. The best way to 
create an understanding of this func- 
tion—and for that matter, of our 
whole economic system—is to have the 
people own a direct share in American 
enterprise. A fellow with a bet on a 
horse is mighty keen about the race. 


[ a recent issue of this magazine, 


*For additional personal note, see “Pages 
with the Editors.” 
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The utilities have profited greatly 
from the low interest rates with which 
they have refunded bonds and bor- 
rowed money for expansion. But the 
other side of the coin is that conditions 
which have contributed to making this 
possible have also contributed toward 
the present status of the equity markets. 
Mr. Ely mentioned several of the rea- 
sons why stocks are out of line. Per- 
haps the greatest of these is the un- 
realistic tax structure, Men are not 
willing to venture if the only one who 
profits is the tax gatherer. There are 
other important causes, however, and 
the investment banking industry itself 
must share the blame for part of them. 


KF one thing, our merchandising 
methods are admittedly ineffective 
under current conditions. They have an 
archaic tone and the market would not 
tolerate the same type of sales efforts 
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on the part of those companies in whose 
securities we deal. Our advertising is 
weak (there are exceptions, of course), 
and our sales departments have not 
awakened to the fact that the custom- 
ers at the same old stand are not the 
people who are able to buy securities 
today. The country is loaded with sav- 
ings—more than enough to supply 
industry both equity-wise and debt- 
wise and still leave plenty for the slot 
machines and the race tracks. But these 
savings are in many new hands—farm- 
ers, laborers, white collar workers— 
in short, a fresh crop of capitalists who 
have not yet become conscious of the 
role they can play in furthering the 
processes which produced their savings 
for them and gave them the standard 
of living which they enjoy. 

In the second place, the country’s 
concept of profits has gone haywire, 
and the investment banker has been al- 
most the lead-off man in this, As the 
whipping boy of the last depression, 
he developed a defense psychology that 
has resulted in wheel-spinning activities 
as far as profits are concerned. No one 
knows better than the utility companies 
how cheap we have worked on these 
anathematic competitive bidding deals. 
We're not doing the national economy 
much good with this kind of undertak- 
ing. We are, however, using up a lot of 
good (we think) man power when it 
ought to be pursuing a sounder aspect 
of our function by stimulating the flow 
of equity capital. If these men were not 
already engaged in investment bank- 
ing, do you think the present low profits 
of the investment industry would tempt 
them? You know the answer to that 
one, and by the same token the problem 
of recruiting younger men for our 
business is a serious one. 
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HE utilities people recognize the 

importance and the essential func- 
tion of the investment banker in a free 
economy. You want us to be in a pros- 
perous and healthy condition as there 
is a real job to be done for you. Your 
bonds are not such a problem at the 
present time, but a correctly substantial 
part of your program calls for equity 
capital and preferred stock, What can 
be done about them? 

Preferred stock was traditionally an 
individual investment until the tremen- 
dous growth of the life insurance com- 
panies in recent years resulted in bid- 
ding it out of the individual investor’s 
reach. The institutions then gradually 
went out of the market and preferreds 
were left in the doldrums. A job of 
reselling the individual needs to be done 
here if there is to be any substantial 
preferred stock financing, but there is 
one serious stumbling block and that 
is the Competitive Bidding Rule under 
the Holding Company Act. It will not 
work satisfactorily on preferreds and 
commons in this kind of a market, 

The utilities were pioneers in selling 
their preferreds to customers in the 
territories they served. Working with 
the investment bankers, the two of us 
tapped the forks of the creeks. This was 
sound business and any added financing 
costs were well worth it to you in other 
ways. Most of you would like to do that 
again. You know it takes adequate com- 
pensation to dig out the savings of 
the customers in your territory. How- 
ever, that is where your potential pre- 
ferred stock money is (common stock 
money, too) and those are the stock- 
holders you would like to have on your 
team. These people are best reached by 
that large segment of the investment 
banking industry known as the local 
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The Investment Banker 


a irs utilities people recognize the importance and the essential 

function of the investment banker in a free economy. You want 

us to be ina prosperous and healthy condition as there is a real job to be 

done for you. Your bonds are not such a problem at the present time, but 

a correctly substantial part of your program calls for equity capital and 
preferred stock. What can be done about them?” 





dealer. And what can he do about this 
preferred stock picture? He can’t af- 
ford to operate under the Competitive 
Bidding Rule and so he is out of the 
market. The firm of which I am a part- 
ner is a local dealer, and I know. 


| en give you an example from our 
own experience. For many years, 
we have been active in the preferred 
issues of one of our leading Texas 
utility companies. A few years ago, 
when the insurance company demand 
had the price of utility preferreds sky 
high, this company found it advan- 
tageous to refund its outstanding is- 
sues. The company was required to do 
this financing by sealed competitive 
bids. Our firm was the joint manager 
of one of the bidding accounts, and we 
had in this account all of the Texas 
dealers who had been active over the 
years in distributing the shares of this 
company in Texas. Whereas the com- 
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pany’s preferred had been originally 
sold in the East, these Texas dealers 
had repatriated a large amount of this 
stock to such an extent that almost half 
of it was held in Texas at the time of 
the refinancing. The services of the 
Texas dealers to the company, however, 
cut no ice in the refinancing, and where- 
as our account was a strong bidder, we 
failed by less than one-tenth of one 
per cent—exactly $990 on a $10,000,- 
000 deal—to have the financing 
awarded to us. In spite of all this, we 
did all we could to assist the company 
in making exchanges that would keep 
its stock in the hands of Texas owners. 
Whereas our compensation without 
the underwriting was very slight, our 
own firm exchanged over 20 per cent 
of the stock that was held in Texas. 
When one considers that these particu- 
lar shares were not held by institutions, 
but that we dealt with 326 separate 
individuals in effecting these ex- 
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changes, one can understand the work 
that it takes when we go to the forks 
of the creek. 


HIS was Chapter I in our competi- 

tive bidding experience in dealing 
in the securities of this company. Other 
Texas dealers had the same sort of 
experience, Those of us who had really 
done a job for the company were ex- 
cluded from the profitable end of the 
financing because we missed by a hair’s 
breadth outguessing others, 

Chapter II is even a sadder tale. In 
this case, the company decided to sell 
some additional preferred, but, because 
of registration delays and the like, the 
stock was not ready to come to market 
until the doldrums which I mentioned 
above hit preferred stocks. Again, the 
company was required to do its financ- 


ing by sealed competitive bids. When. 


the bidding time came, however, there 
were no bids for the preferred stock. 
Then the company was requested by 
the SEC to follow the “shopping 
around” method which proved to be a 
fiasco in so many cases. The company 
invited suggestions from several 
groups of underwriters. Most of them 
had the same idea of a dividend rate, 
but one of them said he would charge 
a fee of 3 per cent, and as this was 
quite a bit cheaper than the others, the 
company proceeded with this under- 
writer, The underwriter was a little 
premature in his ideas, however, as 
after trying to form his account (and 
with the Texas dealers for the most 
part not willing to make a substantial 
commitment at this profit), he came 
back to the company and said he would 
have to get 4 per cent for the job. They 
agreed to pay this higher fee. Again, 
he tried to form his account, but could 
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not get the sort of support that he 
wanted, so he withdrew from the deal 
entirely. 


6 Wee company then went to the next 
best “‘indicator’’ but because of the 
shopping around that had been done 
by the first group, the second was not 
then willing to make the same kind of 
a deal it had indicated at first. So 
the company finally came to the third 
indicator, which was the account of 
which we were a joint manager, and 
which included the twenty-one Texas 
dealers who had been most active in 
the company’s shares in the past. Our 
proposition was the same as it had al- 
ways been; namely, a 5 per cent profit 
for doing the job. We could not get 
out and beat the bushes and place these 
shares where they ought to be placed 
for a lesser amount. The lower profits 
indicated by the other accounts were 
based on the hope of developing some 
insurance sales, which apparently did 
not materialize, The company was will- 
ing to accept our offer, so we all went 
to work and moved along with the 
extensive mechanics which are neces- 
sary to bring this sort of a deal to mar- 
ket. 

The staff of the SEC knew every 
move that was. being made, and we 
assumed that we were going to have 
their blessing on the deal. They had 
registered the securities for competi- 
tive bidding and when there were no 
bids, they had suggested the shopping 
around. 


5 i company was doing what the 
SEC had told it to do, and had 
most diligently determined what it 
would take to get the preferred stock 
sold. Therefore, it was a great shock 
JUNE 9, 1949 





PUBLIC UTILITIES FORTNIGHTLY 


to have the whole proceedings denied 
suddenly at the last minute after we 
had worked a long time and spent con- 
siderable money on the deal. The opin- 
ion citing the reasons for the denial 
did not come out until four months 
later; but when it came, it indicated 
that the spread was too high and the 
financing cost too much. At approxi- 
mately the same time, however, the 
SEC had given its blessing to another 
preferred issue of a company of similar 
size and with about the same kind of 
standing. The spread in this case was 
4 per cent, but the net interest cost to 
the company was almost exactly the 
same, The SEC cited other reasons, 
but these same reasons applied to the 
competitive bidding deal which the 
SEC did allow to become registered. 
At least the staff of the commission 
should have stopped us in the earlier 
stages of the last negotiation if they 
were going to strongly recommend a 
denial. This would have saved a con- 
siderable amount of time and expense, 
not to mention the surprising disap- 
pointment which had a bad psychologi- 
cal effect on all of us. 

It is experiences like this that have 
embittered local dealers against com- 
petitive bidding deals. A great many of 
us now won't go into them except un- 
der unusual circumstances. The with- 
drawal of a large segment of these 
local dealers from the market is a seri- 
ous one from the standpoint of the na- 
tional economy, and should be cor- 


rected. Perhaps it means eventually a 
statutory correction, but whatever it 
takes to do the job should be done be- 
cause utility companies cannot get the 
support they need to do equity financ- 
ing and preferred stock financing under 
the unrealistic aspects of Rule U-50. 


oe MON stock financing carries with 
it many of the same problems of 
preferred stock financing, In addition, 
it has many problems of its own, to 
which we have made earlier reference. 
There is one phase that I should like 
to touch upon briefly, however, and that 
is the matter of “rights.” Unless it in- 
volves a very major undertaking, it has 
been the experience of our own firm 
and many other dealers that rights are 
a nuisance to both the stockholder and 
the dealer who must handle them. The 
real value of them in building some- 
thing for the company is questionable. 
To return to the heart of the equity 
problem, real merchandising has to be 
done to sell both preferreds and com- 
mons today and a good profit for the 
salesman is the greatest factor in get- 
ting this accomplished. We have a fine 
commission in Washington now and 
the members are approaching the prob- 
lems ahead with much more realism 
than did some of their predecessors. I 
believe that the utility companies, the 
commission, and the investment bank- 
ers working as a team can whip this 
particular question, and we welcome 
the opportunity to have a try at it. 





eco you agree that the preservation of freedom, the preservation of 
free enterprise and competition is our foremost problem, then 
loyalty to the principle of freedom calls for a practical, voluntary, 
thorough-going devotion that can be spelled out in terms of a program 
of action.” 
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—Everett M. Dirksen, 
U. S. Representative from Illinois. 
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Pattern for Public Power 


In New 


England 


Attacking simultaneously on six fronts, its lobby has created 

local power issues in each of six states, says the author, all 

based on the pervading pattern of Federal dependency and 
control and all stemming from socialistic philosophy. 


By RICHARD D. GRANT* 


NAMELESS wisecracker, whose 
wit has outlived his identity, 
once said that if the Pilgrims 

had landed in California, instead of at 
Plymouth, New England would have 
become a goat pasture. Instead, it be- 
came one of America’s great work- 
shops. 

But whatever use the New England 
Yankee has made of his three centuries 
of toil and thrift can be credited wholly 
to his own initiative, resourcefulness, 
and skill. He got very little help from 
nature. 

Now, into this region of inventive 
progress, industrial self-reliance, and 
high per capita wealth, comes the pub- 
lic power lobby. 

Attacking simultaneously on six 
fronts, the lobby has created local pow- 
er issues in each of the six states. All 


*Director, New England Public Relations 
Bureau. For additional personal notes, see 
“Pages with the Editors.” 
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are based on the pervading pattern of 
Federal dependency and control. All 
stem from the honestly socialistic phi- 
losophy of Carl D. Thompson and H. 
S. Raushenbush, original Socialist 
party advocates of TVA. 

Like the proposed Columbia river de- 
velopment, opposed by five of the seven 
state governors in its area, the drive for 
socialization of New England’s power 
resources seems to derive its inspira- 
tion from outside the New England 
area, Even now, there is little discerni- 
ble responsible public sentiment for 
such a project among the natives. But, 
unlike the situation in the Pacific 
Northwest, where power requirements 
are large and the development question 
is one of agency, the plan is to give 
New England something it does not 
need and cannot use, by any measurable 
system of future calculation. 

Propaganda along this line seems 
designed to hurt New England busi- 


JUNE 9, 1949 





PUBLIC UTILITIES FORTNIGHTLY 


ness by the false claim that industries 
are moving elsewhere because of pow- 
er shortages and high rates. It proceeds 
upon the assumption that, if people can 
be made to undervalue what they al- 
ready have, they will readily surrender 
it on the assurance of something better. 
Already on the New England scene 
for some time is the usual vanguard of 
propagandists, socialist-labor _ politi- 
cians, reformers, and exploiters of the 
sensational. Under central direction, 
the diligence of these people is prodi- 
gious. Their plan, apparently, is to cul- 
tivate the opinion of well-meaning but 
less informed key citizens as an ideal 
front for steps towards an entire 
change in our system of economy. 


I’ there is one thing of which the 
modern Yankee is conscious, it is 
of a standard of living that has placed 
him considerably above the national 
average, If permitted to do his own 
thinking, he can see a vast difference 
between development needs of a sub- 
standard area like the Tennessee val- 
ley of twenty years ago and invasion 
of a highly industrialized, long-settled 
community like the New England of 
today. 

Examination of New England’s 
hydro power potential—not on the 
basis of all-inclusive staff estimates of 
the Federal Power Commission, but 
the practical basis of economic justifi- 
cation—shows a possible future river 
development of no more than 420,000 
kilowatts. Of this amount, the state of 
Maine alone has 263,000 kilowatts. It 
also has a law which prohibits the in- 
terstate exportation of power. 

If all of the companies serving New 
England were to stop building steam 
plants and turn exclusively to hydro 
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development, this meager undeveloped 
potential would be fully exploited in 
less than four years. Present expansion 
by all electric companies serving the 
area involves a 5-year addition to ca- 
pacity of approximately 1,000,000 
kilowatts. By 1957, New England elec- 
tric utilities will have a total installed 
capacity of 4,566,000 kilowatts. This 
includes a dependable reserve of 566,- 
000 kilowatts, which very nearly equals 
the entire dependable capacity, availa- 
ble to American users, of the much- 
discussed St, Lawrence river hydro 
project. 


M“*" public power advocates must 
be as fully aware of New Eng- 
land’s natural hydro power deficiency 
as President Roosevelt was of the im- 
practical nature of Passamaquoddy, 
when the New Deal finally agreed to 
shut down that tidewater power ex- 
periment, after spending $7,000,000 to 
find it out. Yet, the advocates of social- 
ization use FPC statistics which esti- 
mate undeveloped hydroelectric power 
sites in New England capable of pro- 
ducing more than 3,000,000 additional 
kilowatts, a third of which would have 
to come from the same discredited 
Quoddy plan to make electricity from 
the tidal flow of sea water. 

It is well to recall, in this connec- 
tion, the frankness of FPC Chairman 
Nelson Lee Smith, who observed that 
this figure does not take into further 
account such economically vital factors 
as cost, geographical location, and pos- 
sible operation under suitable load con- 
ditions. Without favorable assurances 
on such points, neither the government 
nor anyone else would think of under- 
taking the development of a potential 
so largely based upon assumptions. 
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It is natural to inquire why, if New 
England is so barren of opportunity 
for hydro power development, the area 
has been afflicted by this sudden visita- 
tion of public hydro zealots. 

An answer may be found in congres- 
sional authorization of the proposed 
large steam generating plant at New 
Johnsonville, Tennessee. Once this in- 
stallation, justified by its sponsors as a 
TVA auxiliary, has been completed, the 
government of the United States is 
definitely in the electric business as a 
full-fledged competitor of all privately 
managed companies, Once fortified by 
the New Johnsonville precedent, the 
government can go indiscriminately 
into the generation of electricity by 
steam, without bothering to excuse its 
competitive activity as a needed stand- 
by for water deficient hydro. 


I is in conjunction with this back- 
ground that the aim of the present 
drive on New England’s management 
utilities should be examined. The anti- 
utility lobby starts with the premise that 
New England electric rates are some- 
what higher than elsewhere and that 
the per capita use of electricity is low. 
Then the two are tied together, signify- 
ing that the second is a direct conse- 
quence of the first. 

Using characteristically forthright 
language, the lobby next reports the 
discovery that hydro power is being 
deliberately wasted by established elec- 


tric companies which, for obscurely 
selfish reasons, prefer to build “expen- 
sive” steam plants fired by coal and oil. 

There are reasons for the higher 
New England electric rates and they 
are just as sound as the reasons why 
Labrador iron, if ever mined in quan- 
tity, will cost more to take out of the 
ground and ship than the ore of Mesabi. 
They involve problems of remote loca- 
tion, transportation, climate, and the 
character of retail distribution. 

It is certainly a demonstrable fact 
that coal and oil cost more delivered in 
New England than in many other 
states; labor costs are higher, particu- 
larly on construction and maintenance 
operations during rugged northeastern 
winters, On the flat lands of southern 
New England are to be found the great- 
est concentration of suburban popula- 
tion on the North American continent. 
This creates a distribution factor, in- 
volving service to large numbers of do- 
mestic, incidental-use customers, which 
always results in driving down the in- 
dex of individual consumption and 
raising the over-all cost of doing busi- 
ness. 


BY any fair method of analysis, it 
can be shown that hydro power 
development in New England is not too 
much of a prize. But New England, 
considered from the political viewpoint, 
is a densely populated industrial area 
decidedly worthy of conquest by those 
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New England's natural hydro power deficiency as President 


q “Many public power advocates must be as fully aware of 


Roosevelt was of the impractical nature of Passamaquoddy, 
when. the New Deal finally agreed to shut down that tide- 
water power experiment, after spending $7,000,000 to find 


tt out.” 
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who advocate a socialistic super gov- 
ernment. Thus it becomes the battle- 
ground between the conservatives who 
reclaimed the area from the stony track 
of a vanished glacier, on one side, and, 
on the other, the labor extremists, 
frustrated alumni of our left-wing col- 
leges, as well as avowed followers of 
Marxian philosophy, including special- 
ized cells and factions of even our old- 
line political parties. 

The average patriotic citizen be- 
comes indignant, now and then, when 
some actively subversive “comrade” is 
exposed working in our own State De- 
partment woodwork, One might well 
wonder how his blood pressure might 
react if he knew the extent to which 
well-seeded exponents of the anti- 
Capitalist theory are able to influence 
vital policy matters much nearer home. 

It took the election of the much 
abused 80th Congress to anticipate the 
retirement from the Interior Depart- 
ment of an avowed long time Socialist 
who, for some years, had been chief 
of the power division’s research and 
planning section. He was H. S. Raush- 
enbush, author of the policy of “en- 
croaching control,” which the Socialist 
party in America substituted two dec- 
ades ago for an earlier doctrine of 
revolutionary violence. 


ie articles published under his name 
by the New Leader, principal Social- 
ist party newspaper of the day, in its 
issues of March 5 and 12, 1927, 
Raushenbush, at that time, declared 
war on the whole American profit sys- 
tem. He pointed out that Socialism-by- 
degrees—the foot-in-door or “down 
payment” approach, so to speak, would 
be much more acceptable to the Ameri- 
can people than the old-fashioned meth- 
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od of revolution by dynamite, With 
socialized control of the nation’s elec- 
tric power resources as a first objec. 
tive, Raushenbush put the following 
idea into print a full six years before 
the birth of TVA: 

We cannot hope to take over the 
whole $8 billion industry successfully, 
even if it were generally thought ad- 
visable to do so, at the moment, .. 
but a scattered series of great gen- 
erating plants, selling their power 
within 300-mile radiuses, might be ex- 
pected to have very considerable in- 
fluence upon the extension of public 
ownership to the transmission lines 
and the whole industry. 


In a later contribution to the editor- 
ship of Harry Laidler and perennial 
Socialist presidential candidate, Nor- 
man Thomas, he gave the following 
perfect description of the “active cell” 
or Trojan Horse technique for gradual 
socialistic progress within the conven- 
tional framework of established bu- 
reaucracy : 

. One good man, with his eyes, 
ears, and wits about him inside the 
department . . . can do more to per- 


fect the technique of control over in- 
dustry than a hundred men outside. 


Raushenbush himself has left gov- 
ernment service. But there are so many 
now occupying positions of trust in 
the government, charting the course for 
America’s descent to the level of state 
Socialism, that their activity is no long- 
er news, as such. We are tempted to 
become complacent about it by the po- 
litical comparisons of Socialism with 
red herring and so forth. 


etn public power lobby, as such, 
has been virtually without news- 
paper championship in its assault on the 
New England area. In one respect, 
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Socialization Aim 


6é 


LL government control of electric power is only an early step 


in a well-planned program of national socialization. Later, in 

the manner of Britain, will come full regimentation of all industry, 

even physical eviction, as Clement Attlee now threatens, of those found 

by government to be ‘inefficent’ in the conduct of their private operations 
as employers of labor.” 





however, it has developed industrious 


parallel support. Hearst newspapers 
published at Boston have gone all out 
for a program of damming up every 
river, brook, and trickling spring in the 
area for the purpose of making elec- 
tricity, regardless of comparative cost 
or practical use in consumptive mar- 
kets. 

Any politician, local, state, or na- 
tional, has been quick to sense that 
this source of publicity is open to him 
from an editorial to a column-and-a- 
half feature story. Simply beating the 
drum for “cheap and abundant hydro- 
electricity”” seems to do the trick. 
Sometimes, the informal interview fa- 
vored by such publications over more 
restrictive prepared statements, even 
results in printed views more extensive 
than originally intended. 

A couple of years ago, the chairman 
of the Republican state committee was 
asked to state the party’s views on pub- 
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lic power. He found that he couldn’t 
get into the papers, when he insisted 
on committing his cautious views to 
writing. 

It is not unusual to find a locally 
written editorial, slugging the ‘““Power 
Trust” and inviting the government to 
step in and take over, printed just above 
or below one of Mr. Hearst’s familiar 
blasts at the whole paternalistic Federal 
system. The same papers which, fifteen 
years ago, led the attack on Passama- 
quoddy, are today calling the failure to 
finish it evidence of New England’s 
shocking neglect. New England papers 
championing the St, Lawrence hydro 
power project still belong to the same 
national chain as New York papers 
which can find nothing good to say 
about it. 


HAT is, of course, essentially a 
former policy pattern of the pub- 
lisher, but it still presents anomaly to 
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those who value an independent and 
truth-seeking press. The newly elected 
Maine Senator Margaret Chase Smith 
has taken the lead in present efforts to 
revive the Quoddy project. If ever 
completed, this unique scheme would 
furnish a dubious amount of power 
from a remote location at the bug-eyed 
cost figure of $1,090 per kilowatt. As a 
matter of fact, it probably would cost a 
lot more, as this was an Army Engi- 
neers’ estimate, on the basis of wage 
and material costs prevailing at the 
time the project was given up a decade 
and a half ago. 

Compare this quoted estimate with 
present cost figures of $150 to $250 
per kilowatt for a modern large cen- 
trally located steam plant of much 
greater generating efficiency, and of 
$300 to $400 per kilowatt for a com- 
parable hydro power installation. 

It may well be that some of these very 
Quoddy advocates do not seriously ex- 
pect to see electricity generated by tide 
power at Quoddy. But the public power 
lobby will doubtless use it, because of 
its publicity appeal, as long as it re- 
mains something to keep dangling be- 
fore the hopeful eyes of Maine Con- 
gressmen, It is a useful device to keep 
them “public power minded.” Their 
votes can then be attracted to advance 
plans for other sections, to say nothing 
of a probable future switch to federally 
sponsored steam-electric plants right in 
their New England. 


| ig New Hampshire, the attack is 
spearheaded by advocates of a Mer- 
rimac Valley Authority, and, to accom- 
plish this, a bill has been filed in Con- 
gress at the last two sessions by 
Massachusetts Representative Thomas 
J. Lane. 
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The Merrimac plan received some 
impetus by removal from Nashua, New 
Hampshire, last year of Textron, Inc, 
a mill operation employing virtually al] 
of the city’s skilled weavers. Criticized 
for its attempted desertion of a whole 
community, after capitalizing upon its 
usefulness to fill profitable war con- 
tracts, the president of Textron, Royall 
Little, said the move to a new location 
in the South had been forced by the 
availability of cheaper electric power. 

The writer bluntly suggests that the 
real reason for going South was to take 
advantage of cheaper southern labor 
and taxes, But it has become the fash- 
ion to blame the power situation for 
such removals, rather than the less de- 
fensible managerial desire to get a bet- 
ter bargain in human labor. 

Now, here are the facts: A very 
thorough survey, published last fall, 
proved conclusively the unsoundness of 
this contention as to the comparative 
cost and sufficiency of New England 
power. It was sponsored by New Eng- 
land Council, a nonprofit organization 
of industrialists, educators, and numer- 
ous others interested in the economic 
and recreational facilities of the region. 
With faculty representation on the sur- 
vey committee of the Massachusetts 
Institute of Technology, Yale, Nor- 
wich, and Boston universities, the 
Harvard Graduate School of Business 
Administration, and highly competent 
developmental engineers, the council's 
report disclosed no instance in which 
abandonment of a New England indus- 
trial site had resulted either from short 
supply of power or the cost of using it. 


HE ratio of component power cost 
to total value of finished products 
was found for all New England to be 
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but 1.67 per cent! The percentage of 
value added by manufacture was but 
3.24 per cent! 

The odd part of the Textron con- 
troversy is that consummation of a 
Merrimac Valley Authority for the 
purpose of furnishing cheaper power 
to Nashua would result in burying the 
city itself under tons of water, in order 
tomake pondage for an adequate hydro 
power reservoir. Lower New Hamp- 
shire and northeastern Massachusetts, 
where water would have to be stored 
behind dams, are as flat as a billiard 
table, with a very shallow gradient in 
the descending bed of this slow-moving 
stream, 

Total hydro capacity of the Merri- 
mac at the end of 1948 was but 110,- 
400 kilowatts, including both industrial 
and public utility developments. There 
remain only 5,000 kilowatts of water 
power economically feasible for con- 
struction under suitable conditions of 
lad growth, since 95 per cent of the 
110,400 kilowatts of river capacity al- 
ready has been developed. 

The Merrimac project is one of three 
which form the basis of the assault on 
Massachusetts, largest of all New Eng- 
land states in wealth and population. 
Another calls for creation of a Con- 
necticut River Valley Authority, with 
bills on file at Washington copied 
largely from the MVA plan. One of 
these was filed “by request” by Repre- 
sentative Foster Furcolo, a first-term- 


e 


er, who made it plain that it did not 
represent his own considered views. 
Furcolo insists, in a separate bill of his 
own, on resurvey of the valley’s needs 
by the Corps of Engineers, to reconcile, 
if such a thing be possible, the conflict- 
ing views so widely expressed on the 
subject of undeveloped water power. 

The third is a highly controversial 
undertaking by which the Holyoke 
(Massachusetts) municipal gas and 
electric department is trying to take 
over the century-old Holyoke Water 
Power Company. 


a Miva municipal plant would set itself 
up as a public utility district, with 
a territorial range considerably beyond 
the corporate limits of the city, The 
municipal plant serves largely small 
consumers. The privately owned and 
managed Holyoke Water Power Com- 
pany supplies nearly all industrial cus- 
tomers of Holyoke, a nationally fa- 
mous center of paper manufacture. It 
furnishes electricity as well to the near- 
by municipal light plant of the city of 
Chicopee. 

Industry is almost unanimously 
against the project and so is the city 
administration, but the Holyoke mu- 
nicipal plant gives a good illustration 
of how, under the public ownership 
law, the tail may sometimes wag the 
dog. Nothing was heard by the tax- 
payers of Holyoke about the plan until 
after the municipal elections of 1947, 


rates and they are just as sound as the reasons why Labrador 


q “THERE are reasons for the higher New England electric 


tron, if ever mined in quantity, will cost more to take out 
of the ground and ship than the ore of Mesabi. They involve 
problems of remote location, transportation, climate, and 
the character of retail distribution.” 
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when an affirmative board vote author- 
izing it was taken. 

The project originated with Francis 
H. King, who, prior to the war, man- 
aged a small municipal plant at Bur- 
lington, Vermont, who took over as 
manager of the Holyoke plant, after 
his own war service as an Army major. 

The Supreme Court’s far-reaching 
decision in the New River Case of 
1939, which held, in effect, that all 
streams which might be made naviga- 
ble, whether or not navigable in fact, 
were subject to Federal license, was 
Manager King’s big opportunity. Pos- 
sessing long-standing rights under 
Massachusetts law, which seemed to 
carry with them an exemption from the 
license provisions of the Federal Pow- 
er Act of 1920, the Holyoke Water 
Power Company suddenly found itself 
deprived of status. Constructively, at 
least, it was a trespasser on the river, 
and, to correct the situation, it filed an 
application with FPC in 1944 for a 
Federal license. 


O* behalf of the Holyoke municipal 
plant King then filed a petition, 
the effect of which was to dispossess 
the interest of the water-power com- 
pany which furnishes process water as 
well as power to mill customers on pri- 


vate canals, paralleling the river. 
King’s proposal involved construction 
of a new dam, with ultimate installa- 
tion of four 15,000-kilowatt hydro 
generating units in excess of presently 
required capacity. The water-power 
company countered with a petition un- 
der which it guaranteed immediate 
construction of a single 15,000-kilo- 
watt unit and addition of three more, 


1United States v. A 
Co. 311 US 377, 36 PU 
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alachian Electric P. 
NS 129. 


but only when economically justified. 

It appeared likely that the municipal 
plant would win, since under recent 
interpretations of the Federal Act, 
FPC is bound to give preference to a 
public agency over one privately owned, 
if the plans of both are equally feasible. 
But to the confusion of Judge M. G. 
Baron, FPC Trial Examiner, and of 
Assistant General Counsel Willard W. 
Gatchell of FPC, Mr. King suddenly 
complicated the hearing with an expen- 
sively ambitious plan to do away with 
the existing industrial canal system, 
and to furnish mills with pzocess water 
through underground conduits. 

As a result, the FPC staff recom- 
mendation was unfavorable to the mu- 
nicipal plant’s petition. King’s unan- 
nounced switch seems to have sunk the 
chances of his program. Since the per- 
sonnel of his board has recently been 
changed through appointment by an 
unsympathetic mayor, King no longer 
has the support needed to make fur- 
ther progress. 


SB torchbearer for public power 
in Connecticut is Mrs, Chase Go- 
ing Woodhouse, member of Congress 
since 1944, Mrs. Woodhouse once 
taught economics at Smith and is nota- 
ble for her academic background and 
appearance. She belongs to the campus 
wing of the public power group and is 
regarded in labor circles as generally 
“progressive.” 

Later, Mrs. Woodhouse helped to 
promote in Washington a mystery ses- 
sion of New England governors and 
Congressmen, under CIO auspices, in- 
cluding FPC Vice Chairman Leland 
Olds, which drew editorial howls from 
the carefully excluded press. 

Public power activity of the intelli- 
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gentsia is well established at Amherst, 
under Professor Philip Combs, as well 
as at Smith. An active political group 
sees to it that no student misses a thor- 
ough indoctrination in the theory that 
government can do nearly everything 
a lot better and cheaper than an indi- 
vidual can do it for himself. 
Massachusetts has, in Paul A. Dever, 
a governor who campaigned on a prom- 
ise to curb business-managed utilities. 
But sympathetic leadership of New 
England’s antiutility forces belongs to 
John O. Pastore, governor of Rhode 
Island, a state having no hydro power 
potential at all. Recently the Rhode Is- 
land governor engineered a CIO-spon- 
sored New England Development Au- 
thority, under which the states purport 
to work for mutual industrial better- 
ment, but which actually is pointed to- 
ward development of public power. 


b ” fish is on the fringe of the 
hydro deal, with negligible further 
capacity and no actual need for more, 
except in small scattered towns of the 
extreme north portion, where better 


facilities for interconnections with 
southern New England would banish 
any threat of shortage. There is little 
bottom land to spare in Vermont and 
the state’s dairy and truck farmers have 
no desire to be flooded out of it, Earlier 
this year, Governor Ernest W. Gibson 
tried to set up a Vermont Power Au- 
thority to combine steam generation 
with possible hydro power purchases 
from the unbuilt St. Lawrence project. 
The proposal was rejected by the Ver- 
mont House of Representatives, only 
69 members supporting the governor 
out of a total of 220 present and voting. 


The basic weakness of those who 
rely on FPC figures showing 3,000,000 
undeveloped New England hydro kilo- 
watts is that, with the exception of less 
than 500,000 kilowatts, such potential 
may be counted out for reasons which 
would discourage any but the most ex- 
travagant to rationalize its develop- 
ment. Even this amount would be avail- 
able only 20 per cent of the time. Hydro 
construction in excess of it would be 
strictly in the nature of marginal ca- 
pacity. The expense of providing and 
maintaining it could far exceed fuel 
costs for comparable steam plants, 
available for use on any day or at any 
hour, Such overdevelopment would ac- 
tually increase New England’s power 
bill, rather than reduce it. 


HE larger over-all picture should 

be brought home to the people of 
the area and of the nation. Full gov- 
ernment control of electric power is 
only an early step in a well-planned 
program of national socialization. 
Later, in the manner of Britain, will 
come full regimentation of all indus- 
try, even physical eviction, as Clement 
Attlee now threatens, of those found 
by government to be “inefficient” in the 
conduct of their private operations as 
employers of labor. 

Blessed or cursed by an incurable op- 
timism, Americans are fond of saying 
that there will always be freedom as 
long as there is free speech. They be- 
lieve nothing can ever become so bad 
that truth, in time, will not expose it. 
They forget that Adolf Hitler wrote 
Mein Kampf between the walls of a 
jail and frankly told an unbelieving 
world exactly what he intended to do. 
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What the Crystal Ball Shows 


An assured future for the electric industry, says the author, 

notwithstanding tax, government competition, and other handi- 

caps, if the private companies thoroughly and efficiently meet 
the surging demand for electric service. 


By A. F. TEGEN* 


HE subject of this article is ad- 

mittedly provocative, Neverthe- 

less, I shall attempt to resist any 
temptation to ramble. Shall we take a 
look into the crystal ball? 

I am sure that most industry men 
will agree that: 

1. Construction costs are too high 

2. Collectively our earnings are too 
low 

3. Taxes are too high, and that 

4. The government should stay out 
of the electric utility business, 

The following comments are, of 
course, predicated on continuance of 
reasonable activity in our market places, 
on a level of employment not material- 
ly less than the present, and on the ex- 
istence of peacetime conditions at least 
as satisfactory as we now enjoy. I am 
assuming, of course, that the economic 
clouds which seem to be gathering are 
not the first stages of a severe depres- 
sion. Drastic government action on 
taxes or on other matters which will 
affect our economic well-being could 
easily alter these comments. 

*For personal note, see “Pages with the 
Editors.” 
JUNE 9, 1949 


What then do I see in the crystal 
ball? I see tremendous growth. I see 
no serious difficulties in the sale of debt 
securities, but I see some difficulty in 
raising the equity portion of the large 
external capital requirements, unless we 
are successful in correcting certain 
things of which investors seem to be 
chary. I know the industry now labors 
under the strain of worry about com- 
petition from the Federal government 
and, facetiously, I see myself prescrib- 
ing cures for such worries. 


A™ we near the end of our growth 
cycle? Our future as an industry 
is of course bound up with the economic 
future of America, Our individual fu- 
ture is linked with the economic future 
of the areas we serve. On a national 
scale I believe it is crystal clear that we 
are nowhere near saturation—in fact, 
it would seem that we have a relatively 
long period of substantial growth 
ahead of us. Why must this be so? In 
1940, the population of the country was 
just short of 132,000,000—it is now 
over 145,000,000. All the population 
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forecasters missed the wartime “baby 
boom.” They were all wrong. Instead 
we have had several years of the largest 
annual increases of population in near- 
ly thirty years. Rather than try a state- 
ment of my own as to the significance 
of this, I shall use that of Dr. Vergil 
D. Reed of the J. Walter Thompson 
Company, as it appeared in Reader’s 
Digest for February: 


When 1960 rolls around there will 
be 10,150,000 more people in the 
United States than today, an increase 
only 2,000,000 short of the entire 
population of Canada, or more than 
the combined populations of Norway 
and Sweden, During the decade of the 
sixties another 6,000,000 will be added. 
Even the changes of a single year are 
startling. In 1947, for instance, there 
were 2,000,000 marriages or new 
families, and 3,910,000 new customers 
were born. 

Not only will there be more people, 
but they will be buyers for more years. 
A boy born in 1850 could expect to 
live to the age of 38.3 years. In 1960 
a boy’s life expectancy will be about 
68.2 years. He’ll be a customer thirty 
years longer. 


| Op ses utilities will benefit greatly 
from such growth. So, it is clear 
that electricity is at least a major con- 
tributing factor to a better living and 
that we can, if we will, be a major 
stimulant of our own growth. Herein 
lies one of the strengths of the private 
electric power industry. If we aggres- 
sively develop the use of electricity, we 
will thereby make a contribution to the 
nation’s economic welfare and we will 
be well down the road of assuring that 
the major part of the industry will be 
ours to administer. If we fail to meet 
the demands or fail to promote the 
indicated growth, you can be sure that 
our tenure of office will not be long. 
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What -of our individual system 
growth? It would be inappropriate for 
me to make any comments about the 
General Public Utilities system growth 
but I would like to point out what a de- 
tailed study of the population and eco- 
nomic trends in the area we serve indi- 
cates. Such studies confirm the op- 
timistic outlook of Dr. Reed, 

For those with an engineering bent, 
there are some rather interesting data 
translating the population prospects 
into kilowatts. Ebasco Services, Inc., 
has estimated that in 1960 the installed 
central station generating capacity in 
the United States will exceed 100,- 
000,000 kilowatts if there is no de- 
pression during the period, and 96,- 
000,000 kilowatts if there is a depres- 
sion during the period. The present in- 
stalled capacity is 56,500,000 kilowatts 
—indicating a growth by 1960 of 70- 
77 per cent. Think of it, an increase 
of 77 per cent in twelve years! 
ape the growth be financed? I am 

quite sure that it can and it must 
be done wisely, for if this effort breaks 
down and expansion lags as a result, we 
will be confronted with a first-class 
sheriff’s sale of our power. plants and 
transmission lines to the Federal gov- 
ernment and of our distribution sys- 
tems to municipalities and co-ops. 

So that those not entirely familiar 
with utility capital structures may see 
just where our financial problems lie, 
it may be well to set up the capital 
structure of the Class A and B Electric 
Companies as of December 31, 1947, 
as reported by the Federal Power Com- 
mission. (See Table I.) 

Not much need be said about bond 
financing, Most companies will be able 
to find a buyer for all the bonds they 
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may wish to sell at satisfactory rates 
of interest. Such rates have gone up 
in the last two years and may go higher 
—especially is this true of the junior 
grade bonds. And in this there is a 
warning! If you so cast your capital 
structure or sales of additional securi- 
ties that you merit a low bond rating, 
be prepared to pay the price in higher 
interest rates. 

The ease with which bonds may be 
sold may be a temptation for an in- 
dividual company to resort to bond 
financing where stock financing is in- 
dicated. You will be sorry if you follow 
this urge. 


eB situation with respect to pre- 
ferred stocks is somewhat differ- 
ent. In spite of vastly increased protec- 
tive provisions in the charter provisions 
covering the preferreds, and in spite of 
better dividend coverage than in the 
twenties and thirties, it is not so easy 
to sell such shares. Prior to 1934 pre- 
ferred stock sales were primarily di- 
rected at our customers, More recently 
and especially as to refunding issues, 
preferred stocks were not sold to cus- 
tomers but rather to institutions such 
as insurance companies. There were 


two reasons for this—the institutions 
were getting lower yields on the avail- 
able bonds and, during the war, there 
were limits on new capital formation 
so that excess investment funds had 
been accumulated and temporarily in- 
vested in government debt issues. 


= refunding preferred stock. is- 
sues became attractive to institu- 
tions and they bought them with yields 
as low as 34 per cent but in bulk at 
about 3.7 per cent. This, of course, took 
the edge off the preferreds as far as 
your customers were concerned for 
they were not interested in such low 
yields. 

Furthermore, the competitive bid- 
ding technique sponsored by the SEC 
and some state commissions made 
no allowance whatever for customer 
ownership sales. For example, in 1946, 
one of our companies (Pennsylvania 
Electric Company ) sold 101,000 shares 
of preferred stock to 838 holders, only 
84 of which were in the company’s 
territory. The preferreds were sold to 
retire two series of preferred issued by 
a company which was being acquired. 
That company had 6,669 or 60 per cent 
of its shareholders in its territory. 


e 


TABLE I 


Other Long-term Debt 
Total Debt 

Preferred 

Common 

Capital Surplus 

Earned Surplus 


Total Equity 
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Per Cent of Total 
Capitalization 

43.5 

3.3 


_ 


468 


15.0 
28.0 
39 
6.3 


Amount 
(Millions) 
$ 6,120 

471 


$ 6,601 
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Taste II 
YIELDS ON UTILITY PREFERREDS 


July 2, 1947 
January 7, 1948 
July 7, 1948 
January 5, 1949 
March 30, 1949 


Dawes the last half of 1947, the 
preferred stock market, along 
with the whole stock market, softened 
materially and utility preferred divi- 
dend yields began to go up substantial- 
ly. I am glad to note a recent improve- 
ment. (See Table IT.) 

There was a logical reason for this 
development, The institutions found 
other outlets, chiefly real estate mort- 
gages, for their accumulated invest- 
ment funds; they feared the charges to 
their surplus if market values of pre- 
ferreds dropped, and hence they raised 
their sights on utility preferred stock 
yields or refused to buy any more. As 
a result, market prices of the utility 
preferreds began falling as had been 
feared, and the precipitous parade to 
higher yields was on. 


Bie stem the tide, the institutions de- 
manded that sinking funds be es- 
tablished. There is considerable doubt 
whether we ought to accede to the 
demand for these sinking funds with 
their rigid cash requirements. We have 
done so in our case as to several issues 
but if we had to do it over again, I 
think we would rather pay a higher 
dividend rate if that was necessary to 
get the stock sold. We thought at the 
time we did it that it was necessary be- 
cause of the shift to a buyer’s market. 
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Maybe so, but I am not sure we were 
right—at least, I am sure that we could 
have sold them at a higher yield had we 
availed ourselves of a more aggressive 
selling method. 


on companies have sought to 
“sweeten” their preferreds by mak- 
ing them convertible, There seems to 
be little objection to this where large 
common stock financing is not likely 
in the near future. There is consider- 
able objection where substantial com- 
mon stock financing may soon be neces- 
sary because of the uncertainty of 
earnings dilution which may result 
from exercise of the conversion privi- 
lege. 

As an indication of the magnitude 
of the “sweetening” process, let me 
point out that nearly three-fourths of 
the preferred stock financing in 1948 
had one or the other inducements in it. 

The relatively high dividend rates 
on preferred stocks at the moment and 
the inducements referred to above may 
deter you from proceeding with the 
sale of preferred stock when such sale 
is indicated. Think twice before you 
yield to this urge. I rather think that 
the higher preferred stock dividend 
rates will turn out to be beneficial to 
us in the long rum since such dividend 
rates as you do pay affect the rate of 
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return which may be allowed in a rate 
case proceeding. 


N° we come to the common stock 

story. It is not a wholly satis fac- 
tory one, We have been in a bear mar- 
ket for utility commons since the sum- 
mer of 1947, if judged by the per- 
formance of industrial stocks. I am 
delighted to note that at the moment 
the situation seems to be righting itself. 
(See Table III.) 

Consider that this situation has pre- 
vailed during a period of great expan- 
sion. Consider what our circumstances 
will be if the situation does not correct 
itself. If the industry has a single 
danger spot, this is it. 

Management quite naturally is re- 
luctant to sell common stocks when 
yields are high. The dilution of the 
present stockholders’ interest may be 
substantial and it becomes difficult to 
retain the per share earnings. What a 
compelling force to resort to bond or 
note financing when equity financing 
is clearly indicated! What a tragedy if 
the industry yields to such temptation! 

Why the high yields on utility com- 
mons? I think it is this simple: The in- 
dustry has not earned enough to com- 
pete effectively for the investor’s dollar 
and the investor has not been satisfied 
with your dividends. Make no mistake 


about it, investors have no special favor 
for utility commons. Of course, there 
is the appeal of stability but the investor 
also demands a satisfactory yield! 


5 ipese has happened to our earn- 
ings? Haven’t they held up well? 
But have they, really, when you con- 
sider this business of selling more com- 
mon stock? When you consider the 
lower purchasing power of the dollar? 
When you consider the industry’s divi- 
dend record? While the Class A and B 
electric companies increased their gross 
revenues 78 per cent in the last 
ten years, they increased their net in- 
come by only 24 per cent, their common 
dividends by 23 per cent, and their 
total dividends by only 11 per cent! 
This I submit is not a satisfactory 
record. 

I am convinced that we must increase 
the earnings and dividends for our 
common or we will not get the neces- 
sary equity capital on a basis that is 
equitable to present stockholders or 
satisfactory to management. How to 
do this ? Economies? We have done all 
we can in that direction. Greater effi- 
ciencies ? These are beginning to prove 
out. As the generating stations now un- 
der construction come into operation, 
most of us will be able to improve eff- 
ciencies. 


e 


Taste III 
FEDERAL RESERVE INDEX OF STOCK PRICES 
(1935-1939 = 100) 


Industrial 
Deviation of Index 
From 1946 Average 


Index 
133 
132 
126 
139 
127 
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Public Utility 
Deviation of Index 
From 1946 Average 

—9 
—18 
—25 


—26 


—10 
—ll 
—17 


4 
—16 
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Together with the reduction in hours 
of operation of old high-cost equip- 
ment, better quality of coal, and lower 
prices of coal and oil, such improved 
efficiencies are going to make a great 
difference in the number of dollars on 
the last line of the income statement, 
provided taxes don’t skyrocket and 
provided the whole economy doesn’t 
nose dive. An examination of current 
electric utility earnings reports gives 
strong hope that the earnings trend is 
improving. 


1» sesripa about rate increases? Why 
of course! This is the hard way 
and we had better do it where we can 
for if we don’t and as a result cannot 
get equity capital on a satisfactory 
basis, the fellow all of us dislike will 
provide such capital! 

Commissions generally recognize 
the need for rate increases and where 
they don’t I think it is our responsi- 
bility to educate them. Let me say that, 
if the industry is timid about this rate 
increase business, stockholders are not 
and they will judge management’s per- 
formance on what it does in this regard 
unless there are other means of in- 
creasing earnings—and, in most cases, 
dividends. 

This would not mean pioneering! 
Plenty of rate increases have been ob- 
tained. It is reported that in 1948 near- 
ly 100 electric rate increases were ap- 
plied for and some 70 of such applica- 
tions were granted by regulatory 
bodies. Many convincing arguments in 
justification have been made and I shall 
not make them here, but shall refer 
you to: 

Harold Scaff’s article in the Con- 
troller of December, 1948, and his talk 


before Investment Bankers Associa- 
tion in March, 1949. 
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Professor Merwin H, Waterman’s 
Article in the November 18, 1948, is- 
sue of Pus.ic UTILities ForTNIGHT- 
LY. 

Professor Paton in his testimony in 
the Consumers Power Case, May 11, 
1948. 

Let me mention briefly about the in- 
dustry’s relations with the financial 
community. Being in New York, some 
company Officials get to know the finan- 
cial analysts fairly well and they are 
quite important in the scheme of things. 
We hear a substantial number of com- 
plaints about the kind of information 
they are getting and the way it is pre- 
sented. They say they don’t see us 
enough. Here’s a tip. A little personal 
work in the financial centers will pay 
big dividends. 

Also, I think stockholder relations 
need to be reviewed. Too many man- 
agements have sent out stockholder re- 
ports on a similar pattern. There is tre- 
mendous room for ingenuity and much 
of such ingenuity should turn towards 
briefness and disclosure of unfavorable 
as well as favorable factors. 


2B fx matter of “double taxation,” 
to which stockholders are now 
subjected, is one of the matters which 
should be clearly explained to stock- 
holders and employees, My organiza- 
tion handled the problem in the follow- 
ing manner in our last quarterly letter 
to stockholders: 

The impact of increased taxes on 
the earnings of this company and its 
subsidiaries and other companies and 
on the welfare of the country as a 
whole is such that stockholders should 
use every reasonable means at their 
command to protest unreasonable in- 
creases in Federal taxes, I am sure you 


1“Regulation and the Equity Capital Prob- 
lem,” Vol. XLII, No. 11, at page 709. 
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Federal Dominance 


“... the industry must adjust its sights to a fundamental fact—that our 
Federal government has become the dominant factor in our political and 
quite possibly our economic lives. If this premise is correct, it follows 
quite logically that every business in America will feel the pinch of some 
kind of control or, as in the case of our industry, direct competition.” 





are aware of the tax burden which in- 
vestors now carry, Assume that a com- 
pany has earnings of one dollar per 
share of stock before Federal income 
taxes and that after paying Federal in- 
come taxes of 38 cents such earnings 
are reduced to 62 cents per share. If 
that company pays out about 75 per 
cent of its earnings in dividends, it 
would pay 45 cents per share to the 
stockholder and retain 17 cents for in- 
vestment in the business. The taxes 
which the stockholder pays on the 45 
cents of dividends he receives depend 
on his taxable income and may be as 
high as 82 per cent. But assume his 
income taxes are 20 per cent, he would 
then pay income taxes of 9 cents out of 
his 45-cent dividend—reducing his net 
dividend to 36 cents, Under these cir- 
cumstances the Federal government 
collects 47 cents in income taxes out of 
every dollar of earnings while the 
stockholder has only 36 cents left after 
he pays his income taxes and this cal- 
culation does not take into account any 
state income taxes which would still 
further reduce the stockholder’s net 
dividends. 

This illustration shows how heavy 
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the burden of so-called “double 
taxation” is. Of the many meth- 
ods of correcting this situation, we 
propose to take the position that stock- 
holders should not be required ‘to pay 
income taxes on dividends received to 
the extent that the corporation has al- 
ready paid such taxes upon the income 
from which the dividend was paid. 
Hence, it is important to you to help 
get Federal income tax questions set- 
tled on an equitable basis. Similarly 
it is important to your company so that 
sound financing of the large new capi- 
tal requirements of our subsidiaries 
may be done on an economical basis. 


The stockholders’ response was in- 
deed satisfactory. I regret we did not 
go further in urging a prod on the 
stockholders’ Congressmen. Possibly 
we would then have been deemed a 
lobbyist! 


W= about Washington? Out- 

guessing Washington is quite an 
undertaking. I searched the crystal ball 
many times. I even saw Henry Wal- 
lace’s friend over on K street in Wash- 
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ington. I drank a tea-time toast to our 
collective future as I was writing this 
piece on my way to Manila—and I had 
a reading made of the leaves. It is im- 
pressive that from whatever point of 
view we approach the problem of the 
future of our industry—be it growth, 
financing, technology, or taxation— 
one always comes back to the com- 
manding position of the Federal gov- 
ernment. At every convention which 
I have attended in the last eighteen 
years, someone has made me feel bad 
because the government had tal:en a 
further step into what we thought was 
a proper sphere for private capital. 
Now, of course, I don’t like what’s 
happened since 1934 one bit. I’ve done 
what I could to alter events. I really be- 
lieve that there is little that can be done 
to change the attitude of the adminis- 
tration in Washington. This is, of 
course, not to say that specific issues 
should not and cannot be opposed— 
and successfully. But I think the in- 
dustry must adjust its sights to a funda- 
mental fact—that our Federal govern- 
ment has become the dominant factor 
in our political and quite possibly our 
economic lives. If this premise is cor- 
rect, it follows quite logically that every 
business in America will feel the pinch 
of some kind of control or, as in the 
case of our industry, direct competition. 


som that idea is all wrong and, 
hence, should not prevail, never- 
theless even wrong ideas may flourish 
for a time. For instance, the Com- 
munists teach that Capitalism means 
war and yet we in the United States 
during our “freest’” economic days 
were completely pacifist and until re- 
cently our businessmen were predomi- 
nantly isolationists, Do not these facts 
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refute the communist theory of war? 
But isn’t it true that millions of people 
throughout the world accept the error 
as gospel? Take another matter—take 
the matter of corporate profits. It is 
hard to imagine why there should be 
so much misunderstanding about 
profits ; but yet ask the man in the street 
whether profits are too high and the 
avalanche of yes answers will be 
astounding. Right or wrong those who 
are interested in increasing the domi- 
nance of the Federal government in in- 
dustry, especially in the electric indus- 
try, will continue to keep at it, no mat- 
ter what the facts are—or what the 
people may be demanding. Consider a 
few recent headlines from the news- 
papers and magazines: 

Federal Dominance in Banking Is 

Noted 


Sales Campaign for Puerto Rican 
Rum Started 

RFC Asked to Help Waltham 
Watch Company 

Tucker Relegated to Background— 
New Board Plans to Get RFC Aid 

Commodity Credit Corporation Ex- 
tends Corn Loans 

National Health Plan Wins Admin- 
istration Approval 

Farley Says a Demand for More 
Government Services Means High 
Taxes and Socialism 

Wall Street Has Moved to Wash- 
ington 

Truman Proposes That the Gov- 
ernment Build a Steel Plant 


Nearly every business, as well as our 
own, has its Washington problems. If 
we've developed a Washington com- 
plex, let’s get rid of it. It does us no 
good to be told how sorry we should 
feel for ourselves and how much we 
are abused. 


ERTAINLY we have a TVA, a Ne- 
braska public power system, 
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Bonneville, Grand Coulee, Southwest- 
ern Power Administration, and Central 
Valley project. Does anyone really be- 
lieve that we can turn the clock back 
and get these properties into the sphere 
of private capital? Of course not! 
These public power projects are here 
to stay. What we should spend our 
energy doing is to find out how we can 
adjust ourselves to a situation in which 
a small part of the power facilities of 
the country are owned and operated by 
the Federal government and the bulk 
of the industry is operated by private 
capital. That means urging the devel- 
opment of public power policies which 
will make the government plants be- 
have like ordinary public utilities so as 
not to sap the strength and impair the 
credit of utility companies, financed by 
private capital. After all, the prosperity 
and survival of these companies depend 
upon their efficiency and thoroughness 


in meeting the tremendously growing 
power demands of the country. A 
strong power industry is a firm founda- 
tion of national security. 

The danger of this government- 
competition obsession is that it might 
divert us from the job we have to do. 
That job is to see that our communi- 
ties and areas grow; that the necessary 
expansion of our facilities is properly 
financed ; and that stockholders are ade- 
quately compensated. We are better off 
than some think. We certainly are in 
better shape than we were twenty years 
ago, Of course we have tax troubles, 
labor troubles, TV A’s, and all that. But 
every businessman has his own 
troubles, and they have to be met as 
they come. 

The electric industry can surmount 
its troubles because it has a great job 
to do. If it will do that job its future 
is assured. 


























“TS gigantic investment opportunities ahead require 
that the Federal government should positively provide 
the incentives for private business and industry to dare, to 
build, and to keep the economy dynamically expanding. 

“A great deficiency exists in investment capital required 
to finance a steadily growing economy. But that can be cor- 
rected. The government could and should provide powerful tax 
incentives both for companies to plow back earnings and depre- 
ciation funds into new plants and equipment, and for individuals 


to make capital investments.” 


—Henry J.KalIser, 
Chairman ef the board, Kaiser-Frazer Corporation. 
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Public Power Can Be Short Too! 


For many years there has been a futile monopoly of public ownership 
in the field of electrical power supply in the Province of Ontario, 
Canada. The author of this article, editor of THe FInanciat Post, 
of Toronto, Canada, gives us the benefit of his on-the-spot background 
in discussing the problem of short supply which has confronted the 
Ontario Hydro Electric Commission, especially during the war and post- 
war years. It would indicate that ownership in itself does not create an 
immunity to the managerial responsibilities for planning and executing 
adequate plant construction programs for power supply. 


By RONALD A, McEACHERN* 


of Ontario to catch on to what can 
go wrong when government social- 
izes power. 

But when the power bureaus started 
pulling switches in the fall of 1948, the 
fact of crisis in Ontario power hit 
millions right in the eye. 

Then came orders, having the force 
of law, which regulated, restricted, or 
banned the use of power for store win- 
dows, theater marquees, parking lots. 

Then came other regulations shut- 
ting off water and space heaters ; regu- 
lations limiting the candle power that 
might be used in commercial space; 
regulations cutting off industrial power 
for certain periods of the day ; then the 
pulling of switches on whole communi- 
ties. 


[’ took quite a while for the people 


*For personal note, see “Pages with the 
Editors.” 
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Theaters and small industries bought 
Diesel power units; offices, stores, and 
homes bought thousands of lanterns 
and candles. Elevators, dictaphones, 
and calculating machines lay like dead 
things for long periods of the day. 

Then it was home from the office 
for a quick dinner before blackout, to 
sit like people in a city besieged—and 
to listen to throaty imprecations on the 
radio: You, the customer, cause the 
blackout because you use too much 
power. 

Abnormal shortage of rain in the 
areas of the northern rivers and catch 
basins was the immediate reason why 
Ontario Hydro’s deep-seated troubles 
were at this time opened and exposed 
to public gaze. 

But when the fogs of political ora- 
tory were dispelled, these facts became 
evident: 
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Ontario Hydro—the Province’s big 
and costly experiment in public own- 
ership—was up to its ears in political 
complications. 

Back in 1906 the “League of Munici- 
palities” had been formed. in western 
Ontario to handle the cooperative pur- 
chase and distribution of hydroelectric 
power. 

The first year the load for 10 munici- 
palities was 3,500 horsepower. By 
1917, the league started generating 
some of its own power, and by 1925 it 
owned almost one million horsepower ; 
the rest was bought under contract 
from private companies in Quebec. 

Now the Hydro Electric Power 
Commission of Ontario has a peak de- 
mand of about 2,800,000 horsepower 
and an investment of its own and that 
of 500 associated municipalities of over 
$700,000,000. 


He was first plunged deep into 
political controversy when the 
flamboyant Premier of Ontario, Mitch- 
ell F. Hepburn, canceled the contract 
with the Quebec power companies. An 
onion farmer, a million dollar person- 
ality, a playboy, and political dynamo 
with some of Huey Long’s character- 
istics, Hepburn’s avowed reason for 
canceling the Quebec contracts was that 
the price was too high; that too much 
power had been contracted for. His as- 
sault on “the power barons,” “the para- 
sites of the people” coincided with 
Mitch’s desire to solidify his position 
with the farm and labor vote. 

Up until this time, Hydro had been 
run as a pretty independent commis- 
sion of government. It seemed to suffer 
little or no outside interference. Its 
direction and operating staff were 
held in respect for integrity and ability. 
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But with the Quebec contracts can- 
celed and the chief engineer (top man) 
fired, ‘‘Mitch”’ hied himself off to Ari- 
zona for frolic and rest. Behind him 
in Ontario he left the fires of political 
controversy over Hydro blazing at in- 
fernal temperatures. 

Soon a member of the cabinet was 
flying off to visit Hepburn with a tale 
of woe. There were lawsuits on the de- 
faulted contracts. Power was running 
short because of ice conditions at 
Niagara. 


| | peng ignoring the uproar he had 
made, Mr. Hepburn promptly 
signed a new contract for the purchase 
of power with one of the former pow- 
er suppliers, Ottawa Valley. 

In less than a year, the other de- 
faulted Quebec contracts were renewed 
and rewritten, this time at $12.50 per 
horsepower instead of the original $15, 
and for a longer term (to 1970-1976). 
Main result of I’affaire Hepburn was 
that Quebec power companies lost most 
of the incentive for investing in gen- 
erating capacity for power export pur- 
poses. If Hepburn had repudiated con- 
tracts once, another politician might 
well do it again. Big, long-term invest- 
ments in generating equipment to serve 
Ontario were now rather unattractive. 

Thereafter, publicly owned, and now 
obviously politically run, Hydro would 
be safe only if it set about developing 
its Own power resources. 

When Canada went to war in Sep- 
tember, 1939, Ontario Hydro had a 
modest reserve. Demand was about 
120,000 horsepower below total de- 
pendable peak capacity of 1,700,000 
horsepower, 

By 1941, as the tempo of production 
increased and as new war plants started 
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turning, the cushion was wafer thin. 


B* early 1942, the new HEPC chair- 
man, Dr. Thomas Hogg (ap- 
pointed 1937), warned his customers, 
the municipalities, that power shortage 
threatened the following winter. The 
chief hope of escape from shortage was 
already gone: War, if nothing else, 
demonstrated that the St. Lawrence 
seaway and/or power project was in- 
definitely shelved. Had it gone through 
after the treaty signed by United States 
and Canada in March, 1941, Ontario 
would have got an extra million horse- 
power of cheap, continuous energy. 

That hope, the hope on which Hydro 
had depended for its salvation, was 
dashed. 

Then came Hydro’s rush to build its 
own generating capacity, and with it 
came more politics, 

The Ottawa river was the place to go 
for substantial accretions. But in the 
power-site zone, the river is the bound- 
ary between the two provinces, Ontario 
and Quebec. 

Already on that river the HEPC had 
a half share in a generating station 
and its product at Chats Falls. The 
project was a joint operation of Hydro 
and a private Quebec company which 
leased rights from the Quebec govern- 
ment. 


6 ber. new premier of Quebec, 
Adelard Godbout (Liberal party), 
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would agree to no more joint develop- 
ment of power sites on the Ottawa. 
His scheme was that power sites on the 
northern sector of the Ottawa be as- 
signed for development by Ontario; 
that those on the southern sector be de- 
veloped by Quebec. 

That deal would give four sites of 
428,000 horsepower continuous capac- 
ity to Ontario ; three sites totaling 422,- 
000 horsepower to Quebec. Hydro 
Chairman Hogg, universally held to be 
a brilliant hydro engineer, supported 
the Godbout scheme for unitary devel- 
opment of sites “as offering the most 
satisfactory possible solution of the Ot- 
tawa river power problem.” 

But politicians were soon blazing 
about that one. The Ontario party, then 
out of power, was Conservative, led 
by George Drew. In Ontario the Con- 
servatives howled that acceptance of the 
“undivided site” basis for developing 
the Ottawa was a sellout. The same 
howl soon arose from the opposition 
bench in Quebec (‘Provincialist” led 
by Duplessis). 

To laymen on the outside, the fray 
seemed to result chiefly from the old 
political principle that any stick will do 
to beat the opposition. But something 
else was apparently even more impor- 
tant, In both provinces, a good many 
legislative seats would be affected by 
power-site development. There would 
be roads to build, gravel to haul, 
contracts to be got, etc., etc. 


when the flamboyant Premier of Ontario, Mitchell F. 


q “Hypro was first plunged deep into political controversy 


Hepburn, canceled the contract with the Quebec power com- 


panies. . 


. . Hepburn’s avowed reason for canceling the 


Quebec contracts was that the price was too high; that too 
much power had been contracted for.” 
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Francs said some Ontario Con- 
servatives felt that their fortunes 
in the river-side ridings would be im- 
proved if there were to be big power 
projects in which Ontario would par- 
ticipate at seven places along the river 
instead of at only four. At least, that’s 
the way it looked to some political ob- 
servers. But despite opposition from 
the parties out of power in both 
provinces, the governments in power 
signed contracts for unilateral site 
development in January, 1943. 

But an election fight was on in the 
summer of that year and Hydro was 
again a key political issue. The (On- 
tario Liberal) government in power 
was all for going ahead with power de- 
velopment. The (Conservative) oppo- 
sition was all for canceling the deal and 
trying to work out a new half-and-half 
development scheme with Quebec. 

The Conservatives under George 
Drew won the election. One of Mr. 
Drew’s first acts was to name as vice 
chairman of Ontario Hydro and, ap- 
parently his alter ego in directing Hy- 
dro affairs, George Challies, who was 
a member of the legislature from one 
of the seats along the Ottawa river 
where there was all the concern as to 
what kind of development (joint or 
single) would bring happiness to the 
greatest number of people. 


Sex after his election, Mr. Drew was 
off to see Mr. Godbout (Quebec 
Premier) about development of Ot- 
tawa river sites. Godbout stuck to his 
guns for unilateral development of sites 
as in the terms of the 1943 agreement 
and nothing developed. 

It took from August, 1943, to Octo- 
ber, 1945, for the next move on On- 
tario’s power problem. 
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In the summer of 1944, Quebec’s 
Godbout had been defeated by Tory 
Provincialist Duplessis and Drew got 
along with Duplessis much better than 
with Godbout. By October, 1945, they 
were exchanging letters agreeing to 
the “undivided” development of On- 
tario’s Des Joachims site with a rated 
continuous capacity of 224,000 horse- 
power and a dependable peak of 480,- 
000 horsepower. 

But the original authorizations for 
exploratory engineering and construc- 
tion studies on Des Joachims had been 
made in 1942. Not until November, 
1945, in a power-hungry Province, 
gasping from the vigor of its industrial 
war effort, were development contracts 
of $75,000,000 authorized. Contracts 
for turbines were not placed until six- 
teen months later. (The first unit is 
scheduled to produce by 1950.) 

Though it is clear that Ontario Hy- 
dro policy was in the grip of party 
politics, these questions about the delay 
in expanding Hydro generating capac- 
ity must be asked and, as well as can 
be, answered. 

It will have been noted that the fatal 
delay in proceeding with Des Joachims 
came at a time not only of fierce po- 
litical contests in the provinces, but also 
at the fiercest period of the war. 


Db” the responsible officials—and in 
the superheated political atmos- 
phere into which Hydro had been 
pitched, that means the politicians— 
did they figure that hard on the heels 
of peace would come recession or de- 
pression, hence a decline in power load? 

The answer to that must be purely 
conjectural. A good many people, fa- 
mous economic prophets included, 
were thinking that way. 


780 





PUBLIC POWER CAN BE SHORT TOO! 





Political Economics 


aie. rine Hydro is in politics, it is politically painful to use the 

normal method of economics, an upward adjustment in rates, 

to bring a closer balance between supply and demand. So, during a 

period of soaring demand when the price of almost every other com- 

modity was climbing, Ontario electricity price remained unchanged. 

Hydro was helpless to protect itself against the torrent of purchasing 
power.” 





But there isn’t a great deal of excuse 
for misreading the signs and portents 
of the power outlook for this reason: 

War worked an industrial revolution 
in Ontario. The development of second- 
ary industry, particularly metalwork- 
ing, was nothing but epochal. 

Another factor: It was quite clear 
to anybody looking ahead that the war 
would be followed by a vast house- 
building spree. And in an area where 
power is sold at a very low, subsidized 
rate, a great new flood of dwellings 
would certainly create a substantial new 
power demand. 

Then, there is another question: 
Should or could the Hydro bosses have 
tried to proceed with new generating 
capacity at the most critical period of 
the war? Could they have got permits 
and priorities for man power, steel, and 
all the other stuff ? Federal allocations 
authorities say yes ; that hydro generat- 
ing projects always had ultra-high 
standing on all priority lists. 
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Ds: fact is that Hydro, at that pe- 
riod, did get top priorities for 
some modest expansion projects at 
Decew and Barrett Chute, 

Because priorities for major projects 
were considered each on its merit as 
the particular case appeared to author- 
ities at the time, it is not now possible 
to know for certain what the answer 
would have been for a big project like 
Des Joachims. 

One certain fact is this: At no time 
during this period did Hydro try to 
get priorities. 

Here area few other political aspects 
of Ontario Hydro: 

In January, 1947, Ontario’s Premier 
Drew suddenly fired the operating head 
of Ontario Hydro, Dr. Thomas H. 
Hogg. The grounds given were that he 
had failed to keep the Premier in- 
formed as to the true state of affairs 
about the power shortage and, second, 
that his health was inadequate for the 
job. 
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This firing of the operating head was 
not entirely new to Hydro. When 
a previous Premier, Hepburn, had 
pitched Hydro into politics, he had 
fired the then chief, Frederick Gaby. 

Nevertheless, neither the business 
community nor the public at large had 
ever regarded headship of Hydro as a 
“political appointment.” Neither Dr. 
Gaby nor Dr, Hogg had had any iden- 
tification with partisan politics; both 
were preéminently well suited by train- 
ing, experience, and stature for the job. 
That either had been “a political ap- 
pointee” never came into people’s 
minds. Such would have been generally 
regarded as unmerited cynicism. 

However, Hepburn had fired Gaby 
and Drew fired Hogg. 

As for the charge that Hogg did not 
keep the Premier informed, the docu- 
ments and correspondence are not con- 
vincing. They reveal that for years Dr, 
Hogg had been trying to get action. 


T is probably true in the light of sub- 
sequent events that Dr. Hogg did 
not try hard enough; that perhaps he 
should have precipitated a showdown 
much earlier; or resigned when his 
warnings of trouble were ignored. It 
is probably true, however, that sitting 
on the inside where he could see all the 
political pressures at work, Dr. Hogg 
became somewhat fatalistic; began 
trusting that luck would keep the Hy- 
dro boat from foundering in the sea 
of political controversy, 

One thing is certain: After Dr. 
Hogg’s dismissal, the status of the 
Ontario Hydro Commission chairman 
was considerably depreciated. Like 
most socialist schemes, when it started 
off, the Hydro boss was to be a “big 
man” high above politics, skillfully run- 
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ning a great people’s enterprise as an 
operation in public welfare. 

That theory had taken quite a jolt 
when Hepburn fired Gaby. It got an- 
other and bigger jolt when Drew fired 
Hogg, who, incidentally, has since 
proved well enough in health to carry 
on a lucrative practice as a consulting 
engineer on some major projects. 

Successor to Hogg was Robert 
Saunders, who was the incumbent 
mayor of the city of Toronto. Saunders 
had been a lawyer, was known to have 
political ambitions with the Conserva- 
tives, and was a radio talker once a 
week on municipal affairs. 


yao the Hogg dismissal, Saunders 
was hoisted out of the mayor’s 
job (which he would certainly have 
won again) and put in the much more 
pleasant and lucrative Hydro job 
which, in fact, lasts as long as the poli- 
ticians in power let you stay. 

Saunders is credited with energy 
and eagerness to learn the power busi- 
ness; also with considerable skill in 
handling the often delicate relation- 
ships of Ontario Hydro with its mu- 
nicipal customers. 

Rumor, however, is frequent that 
Saunders may enter provincial politics 
as leader of the Conservative party, a 
post vacated by Drew when he entered 
the Federal field. 

One more political aspect of Hydro: 

Its rates are justifiably world famous 
for cheapness. 

It is the commission’s boast that 98 
per cent of its service to domestic con- 
sumers was sold at 14 cents or less per 
kilowatt hour, The average cost to 97 
per cent of all commercial customers 
was quoted at 1.9 cents or less per 
kilowatt hour. 
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Two points about that: 

(1) Ontario Hydro does not pay 
taxes like the privately owned com- 
panies in Quebec, British Columbia, 
and elsewhere ; hence the Ontario rates 
are artificially low ; the operation is sub- 
sidized. 

(2) Because Hydro is in politics, 
it is politically painful to use the nor- 
mal method of economics, an upward 
adjustment in rates, to bring a closer 
balance between supply and demand. 
So, during a period of soaring demand 
when the price of almost every other 
commodity was climbing, Ontario elec- 
tricity price remained unchanged. Hy- 
dro was helpless to protect itself against 
the torrent of purchasing power, 


Hew much of Ontario Hydro’s 
troubles during late 1948 were 
due to low water? 

The answer popular with Hydro is 
that 90 per cent of its mid-November 
shortage represented energy lost by low 
water. 

But that is misleading. Even without 
drought, the system would have had 
trouble during that period in meeting 
its daytime peak. To do so it would 


have had to slash its interruptible pow- 
er and to program other industrial 
users. 

But with drought, it was unable to 
meet hour by hour its average load. 
No scheme for smoothing out the peaks 
would alone have solved the problem. 

When will Ontario Hydro be clear 
of shortage? 

Water levels will, of course, give 
part of the answer. 

But the main answer rests with load 
factor, which depends on the level of 
industrial activity. For the winter of 
1949-1950, Hydro will still have to 
promote voluntary restrictions and 
conservation, program and ration the 
supply to industries; peak deficiencies 
will still be there—unless the load fac- 
tor declines. 

The first unit of Des Joachims is 
due in by 1950. That will help, But un- 
less the load factor drops and unless 
the growth in Hydro demand falls be- 
low the curve of projected demand, 
there will still be inadequate supply. 

Assuming no major decline in in- 
dustrial use, best guess is that Ontario 
Hydro won't be out of the bush until 
1953. 





ee E in the securities business are so close to the work 
' of capital formation that it is hard for us to realize 


that the average citizen, and particularly the average poli- 
tician, has not understood the process. But in 1948 we 
began to see some evidence that legislators and government 
officials were becoming uneasy about the unwillingness of 
people to make risk capital available. We must foster this 
uneasiness and reinforce this doubt because the alternative 
may be a spending and taxing spree that will drive private 
capital deeper into the false security of private loans and 
public debt.” 
—Francis ADAMS TRUSLOW, 
President, New York Curb Exchange. 
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Utilities 





Insurance Probe 
VW 7uHEN Congress gets around to 


investigating the insurance com- 
panies—and it is generally expected 
that there will be some such investigation 
authorized even after Congress adjourns 
the session—public utility companies may 
find themselves “parties at interest.” At 
present, effort is being made in both 
branches of Congress to get a green 
light on a type of investigation which— 
decades ago—started the late Charles 
Evans Hughes, in the state of New York, 
on a long and useful public career. But 
sponsors of the proposed probe insist that 
there is not going to be any muckraking, 
witch hunting, or blackjacking. It is sup- 
posed to be more like a periodic checkup. 

Representative Emanuel Celler (Dem- 
ocrat, New York), main sponsor of the 
probe, thinks life insurance companies 
are conducting themselves in an exem- 
plary fashion, but because they play such 
a major influence in national life they 
should be studied. Some big companies 
are said to welcome the investigation be- 
cause it will provide a forum from which 
the public can be told what they are do- 
ing. Some oppose, 

Some Senators are cool to the idea but 
since they know that Representative 
Celler as chairman of the House Judi- 
ciary Committee can conduct his own in- 
vestigation they are going along with the 
idea of a joint House-Senate investigat- 
ing committee of three Senators and three 
Congressmen—all of whom will be Ju- 
diciary Committee members, and thus 
lawyers. 

The Senate Judiciary Committee, 
headed by Senator Pat McCarran (Dem- 
ocrat, Nevada), already has approved the 
probe, and the resolution asking $100,000 
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to conduct the inquiry is now before the 
Senate Rules Committee. 
Representative Celler said Congress 
would go into such things as how the in- 
surance companies are handling their $50 
billion assets. He wants a study of the 
practice of insurance companies’ buying 
bonds of choice companies, particularly 
utilities, without competitive bidding. 


v 
Battle of the Pay Checks 


ow that President Truman has re- 
luctantly signed the emergency pay 
check resolution to become law, Washing- 
ton observers are wondering what all the 
fuss was about in the first place. It is no 
secret that the President was angry over 
the fact that the resolution continued to 
withhold pay from Reclamation Commis- 
sioner Straus and his regional director, 
Richard L. Boke, because they are not 
qualified engineers. For this reason, thou- 
sands of government employees, includ- 
ing President Truman himself, faced 
payless pay days. 

Needless to say strong pressure was 
brought to bear on President Truman, 
either to sign the stop-gap pay resolution 
or permit it to become law without his 
signature. The resolution continues a 
rider, first approved by the 80th Con- 
gress, denying pay to Straus and Boke. 
Both have been off the office pay list since 
January 30, 1949, 

It seems that the Senate and House 
were unable to break a deadlock over con- 
tinuing the rider in the First Deficiency 
Bill, which was still in conference, The 
President threatened to veto the resolu- 
tion, although, as House Appropriations 
Committee Chairman Cannon (Demo- 
crat, Missouri) explained, it “simply pre- 
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serves the status quo until conferees can 
reach an agreement on that point.” A gov- 
ernment employees’ council representing 
21 government workers’ unions appealed 
to President Truman to sign the tempo- 
rary emergency bill to take care of pay 
checks in “broke” agencies. 

The President’s refusal to sign the res- 
olution indicates jockeying for position 
by administration forces, who want to 
nail down the Reclamation Commission- 
er’s job through an accumulation of pre- 
cedents. If the temporary resolution had 
carried a provision for paying Straus and 
Boke (who have been serving without pay 
for the past three months), more pres- 
sure could then be placed on Senators 
who are blocking the permanent elimina- 
tion of the “anti-Straus” rider in Con- 
gress, But the real objective of the ad- 
ministration is still broader. 


HE White House wants to check any 

further attempt of Congress to cen- 
sure or modify administration policy, 
through the denial of pay check funds. 
The Roosevelt administration succeeded 
in defeating a somewhat different ap- 
proach several years ago, when congres- 
sional critics singled out individual] offi- 
cials by name as being ineligible for pay. 
The courts stopped this practice. The 
“anti-Straus” rider approach is by way 
of legislating general qualifications for 
specific offices. Although “irrigation and 
power lobbies” are being blamed for re- 
fusal of some Congressmen to back down 
on the “anti-Straus” rider, a number of 
Congressmen who are indifferent to the 
argument over Straus, on its merits, hes- 
itate to give in on the general proposi- 


tion that Congress should not legislate ~ 


standards of government employment as 
part of appropriation bills. 

It is conceivable that Congress may 
use this approach again on other admin- 
istration zealots if it works in the case of 
Straus and Boke. For that matter it 
might very well become a double-edged 
sword—as such weapons usually are— 
with some future leftish Congress to use 
on a more conservative administration. 
But right now, the rebels in the “fighting 
8ist” Congress—with the wounds over 
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the labor bill scrap still unhealed—are 
not worried about long-range alignments 
or realignments. They would like to have 
some weapons to use in case President 
Truman starts making good his threat 
about starving out the rebels on the basis 
of pork and patronage. 

If the Republican and Dixiecrat coali- 
tion is in a position to knock off some 
of the more obvious knights in shining 
armor, they at least have something to 
bargain with in case the President is 
serious about having a showdown on 
who is a Democrat or—more accurately 
—who can get a job working with the 
Democratic administration. 


- 
Who's Bossing Hydro Licenses? 


T is perhaps easy for cynical souls to 
read too much into the recent action 
of the Federal Power Commission in 
turning down the plan by Secretary of 
Interior Krug to join a hydro license case 
involving a project on the Roanoke river 
which is now before the FPC. Yet, FPC’s 
denial of Krug’s petition to intervene in 
this case—in which the Virginia Electric 
& Power Company seeks to build a con- 
crete dam and powerhouse near Roanoke 
Rapids, North Carolina—may prove to 
be of future significance. For, if the In- 
terior Department could intervene as a 
matter of right in all such proceedings, 
the question would soon arise whether 
the Interior Department (rather than the 
FPC) could assume the major responsi- 
bility for representing Federal policy in 
hydroelectric development on all navi- 
gable streams. 

In other words, the Secretary of the 
Interior is welcome to help the Power 
Commission study a proposed hydroelec- 
tric project in North Carolina, but is not 
to interevene in the proceedings, the com- 
mission ruled, Secretary of the Interior 
Krug asked permission to enter the case 
on the theory that the responsibility of 
his department (presumably, to market 
public power from developments on the 
navigable streams of the United States— 
as set forth in the Flood Control Act of 
1944 and allied legislation) requires such 
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formal intervention in all such hydro 
application cases, as the Secretary of In- 
terior might consider involves present or 
future congressional intent. 

The commission granted petitions to 
intervene filed by Appalachian Electric 
Power Company, Carolina Power & 
Light Company, and the Virginia Rural 
Electrification Administration Associa- 
tion with its 11 electric codperatives. 

The commission said denial of Krug’s 
petition should not be construed as cur- 
tailing or otherwise affecting the privilege 
of the Secretary to introduce evidence, 
take part in oral argument, or to file 
briefs, 

In his position to intervene, Krug 
noted that the Power Commission had 
agreed to the engineers’ recommendations 
and thus had deprived itself of jurisdic- 
tion to approve an application for private 
construction of the project. 

Granting a license to the Virginia Com- 
pany, he added, would be “tantamount to 
giving these power benefits away to the 
applicant, when they were intended by 
Congress for the consumers.” 

Krug said such a license also would 
hinder sale of Buggs Island power “in the 
manner required by law.” 

A Federal power project is under con- 
struction at Buggs Island on the 
Roanoke. 


> 


States’ Rights in Natural Gas 


( Frank Carlson of Kansas 
is still blasting away at the en- 
croachment of states’ rights by the Fed- 
eral government in the field of natural 


gas regulation. Recently at Jacksonville, ° 


Florida, he made the assertion, as chair- 
man of the Interstate Oil Compact Com- 
mission, that we can be thankful we still 
have a “Congress close to our people.” 
Carlson, addressing the spring quarterly 
meeting of the commission, was referring 
to recent activity of the executive and 
judicial departments of the Federal gov- 
ernment. Carlson said: 


The present Congress is considering 
bills to clarify the origina] Natural Gas 
Act and confine regulation by the Fed- 


eral Power Commission solely to inter- 
state commerce, These acts seek to 
leave to the states sole regulation of 
production and gathering up to trans- 
portation in interstate commerce. 


Governor Carlson charged that “for 
nearly two decades our national govern- 
ment has conducted a destructive drive 
against the system under which our 
American creative spirit has developed. 
Free enterprise has been insidiously 
attacked, Our national government would 
not replace the system which has made 
us what we are with a paternalistic na- 
tionalization which history reveals is a 
destroyer of human rights and freedom.” 

The Kansas governor listed three 
“major offensives” of Federal govern- 
mental encroachment: (1) the com- 
mandeering of tidelands oil of coastal 
states ; (2) the replacement of state regu- 
lations; and (3) bureaucratic control 
over the price received for natural gas 
by independent producers not connected 
with interstate commerce transportation. 

Mr. Carlson said that when the inter- 
state oil compact was formed fourteen 
years ago, “oversupply was responsible 
for a price resulting in a flagrant waste. 

“Tt has been developed through the 
years that production in excess of market 
demand means unnecessary storage re- 
sulting in evaporation and waste.” 


* 


CVA Opposition 


| eee state governors in the Columbia 
valley area have now voiced opposi- 
tion to CVA legislation under Federal 
domination: Governor Langlie (Repub- 
lican, Washington), Governor McKay 
(Republican, Oregon), Governor Pitt- 
man (Democrat, Nevada), Governor 
Crane (Democrat, Wyoming), and Gov- 
ernor Robins (Republican, Idaho). 

Professor J. H. Toelle, mining law ex- 
pert of Montana State University, has 
condemned the administration’s latest 
CVA Bill (HR 4286) as being just as 
objectionable as earlier drafts, from the 
standpoint of threatening “the principles 
of western water law” with Federal 
domination, 
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Exchange Calls 


And Gossip 


No Phones for Bookies 
(If Proved) 


BS Rewer to a gambling raid by a 
crusading or ambitious (take your 
pick) young district attorney, the Fed- 
eral court in Washington is trying to 
work out some kind of a plan for settling 
the perennial problem of the gamblers’ 
telephones, 

The new element that entered the situa- 
tion in Washington, the nation’s capital, 
was the directive from the Federal Com- 
munications Commission to the telephone 
company, ordering it to file with the pub- 
lic utilities commission a statement con- 
taining the terms of such discontinuance 
of service. The phone company filed the 
following: 


The service is furnished subject to 
the condition that it will not be used 
for an unlawful purpose. Service will 
not be furnished if any law enforce- 
ment agency, acting within its juris- 
diction, advises that such service is 
being used or will be used in violation 
of iaw, or if the telephone company re- 
ceives other evidence that such service 
is being or will be so used. 


Not only did mere advice by a prosecu- 
tor become a basis for punitive action, 
but his prediction that the law will be 
violated became sufficient reason for the 
action that could well damage a citizen’s 
business and reputation. 

U. S. District Court Judge Alexander 
Holtzoff’s decision, in which he gave the 
Chesapeake & Potomac Telephone Com- 
pany permission to remove the phone of 
an alleged bookmaker, helps to set limits 
to the business. 

Judge Holtzoff said that in the future 
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the telephone company should present 
sworn affidavits against subscribers, and 
that subscribers should be given two days 
to file answers if they wished to contest. 
He also said that legally sufficient evi- 
dence would have to be presented to the 
telephone company. There have been 
some criticisms over an earlier ruling to 
the effect that there was no reason why 
the company should be caught in the 
middle and that it was not the phone com- 
pany’s job to enforce gambling laws. 

In an earlier case, Judge David A. Pine 
refused to suspend service; insufficient 
evidence. 

Both judges have held that the say-so 
of a prosecutor is not sufficient to cause a 
citizen to have his telephone taken away. 

Now the FCC, PUC, and the telephone 
company may be preparing to take an- 
other look at the language used to de- 
scribe the terms governing phone service. 


* 


Possible Television Czar 


CS involved in the television 
industry may result in the appoint- 
ment of a personal “czar” similar to those 
engaged by the baseball and movie in- 
dustries. It has been reliably reported 
that Federal Communications Commis- 
sion Chairman Wayne Coy may be the 
knighted man, if he is interested in leav- 
ing public service, 

Mr. Coy recently met with a committee 
representing the Television Broadcast- 
ers Association in New York city, It is 
understood that Coy is not likely to reach 
a decision until after completing his 
duties as the United States delegate to 
the International Administrative Tele- 
phone and Telegraph Conference, meet- 
ing in Paris. 
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Most optimistic forecasts about the 
future of the television industry have 
been made recently by Mr, Coy in formal 
addresses. However, he has stressed the 
need for codrdinating industrial opera- 
tions to avert problems in both regulation 
and public relations. 

Television executives of competitive 
concerns are said to be impressed with 
the need for strong intercompany leader- 
ship along such lines. Should Coy leave 
the FCC, Commissioner Webster is re- 
garded as a likely successor to the chair- 
manship. Webster recently has been re- 
appointed for a 7-year term, and it is con- 
sidered certain that he will be confirmed 
by the Senate. 


“Hello” 


EARS ago telephone company opera- 

tors were trained not to say “Hello” 
when answering a telephone call. There 
was a good reason ; but the idea has never 
caught on with the general telephone- 
using public. 

Today the New York Telephone Com- 
pany is putting on an extensive public 
campaign to rid the lines of this mean- 
ingless salutation. The company reports 
that it is having difficulty in erasing old 
bad habits. 

The proper way to answer is to say, 
“This is Mr. Bill of the Billings Insur- 
ance Company,” or “Miss Princess at the 
Bijou theater,” when the phone is 
answered, 

The situation is complicated by inex- 
perienced operators of switchboards who 
say: “Whom do you wish to speak to?” ; 
or “This is Twitch—0469”; or “Good 
morning, may I help you?” The answer 
that the telephone company is trying to 
promote is to identify yourself immedi- 
ately, even if you have to say this is Mr. 
Twitch. 

Reason for this unending campaign is 
that time and nerves can be saved. 
Hence, better telephone service at small- 
er. cost may be obtained. 

The New York Telephone Company 
in its present campaign has started dis- 
tribution of thousands of slim yellow 
blotters, bearing the picture of a masked 


man at the telephone and the caption 
“Who is ‘Hello’ ?” 

Hello is one form ef a grunt, except 
that some operators can give the expres- 
sion a more pleasing inflection. 

Here is a suggestion that may startle 
and please all concerned. It is: When 
starting a call, beat the person answering 
to the punch by saying “This is Mr. Bull. 
I wish to speak to Mr. Bill, is he in 
please ?” What chance has the receiver of 
the call to say “Hello”? He or she is on 
the defensive and must produce the goods 
or say “Goodby.” 

It has been said that “Goodby” over 
the phone is difficult, 


* 
Telephone Pioneers of America 


Elect New President 


HOMAS N, Lacy of Detroit, presi- 

dent of the Michigan Bell Telephone 
Company, has been elected president of 
the Telephone Pioneers of America for 
the year beginning July Ist. Mr. Lacy 
succeeds Carl Whitmore, president of the 
New York Telephone Company. 

The Telephone Pioneers is an asso- 
ciation of some 135,000 telephone men 
and women, active and retired, devoted 
to maintaining the spirit of kinship 
among telephone people. Members of 
the organization’s 60 chapters represent 
all sections of the United States and Can- 
ada. The independent branch of the tele- 
phone industry has a separate organiza- 
tion known as the Independent  Tele- 
phone Pioneer Association, headed by 
Carl D. Brorein. 

e 


“Hearing-ear” Dog 


F you were expecting an important 
message, would you rather be tele- 

phoned or nudged? That is an ancient 
question, probably about a quarter of a 
century old. 

However, a new angle has turned up in 
Nevada, Missouri. Mrs, C. S. Townsend 
of that town receives both the telephone 
call and a nudge. The bell rings in the 
normal manner, but the nudge comes 
from a hearing-ear dog. 
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The United Press has investigated this 
unusual situation and reports that Mrs. 
Townsend is hard of hearing. She can- 
not hear the telephone without using a 
hearing aid, and the device bothers her. 
However, she owns a wire-haired terrier 
called “Ted” who can hear the ring. At 
the sound of the bell, “Ted” finds Mrs. 
Townsend and nudges her toward the in- 
strument, 

Hence, dog nudges mistress at call. 


- 
Telephone Operator Is Mayor 


New JERSEY TELEPHONE COMPANY 

operator is the first woman mayor 

of Teterboro. She is going to carry on 

both her “Hello” work and the responsi- 

bilities of running the community, which 
has forty residents. 

Mrs. Vera Martucci, thirty-six, is a 
service assistant supervisor in the Has- 
brouck Heights office of the telephone 
company. She has been appointed mayor 
by the borough council. The appointment 
is good until May, 1950, when the next 
regular election takes place. Her hus- 
band is a member of the council. 

Mrs, Martucci is the first woman in 
the history of Bergen county to hold 
office as mayor. The public office was 
left vacant by the death of the mayor, 
who also was a member of the council. 


» 
ATST Still the Biggest 


PERENNIAL argument in argumen- 
tative circles is over the question of 
which is the biggest corporation in the 
United States. The debate usually cen- 
ters on American Telephone and Tele- 
graph Company and Metropolitan Life 
Insurance Company for this singular dis- 
tinction, 

Holding the edge by a healthy margin 
AT&T is not only the largest domestic 
corporation but the largest privately 
owned enterprise in the world today, 
with assets at year-end aggregating 
$10,001,000,000, It is owned by 723,000 
stockholders and employs 524,100 
persons. 
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Illinois Rate Increase 


Coe of the Illinois Bell Tele- 
phone Company on May 13th began 
study of the order of the Illinois Com- 
merce Commission, granting rate in- 
creases to produce $7,600,000 additional 
revenue, before determining a future 
course of action. Spokesmen said it 
would take several days’ study of the 
order and of the company’s construction 
program and financial needs before a 
decision is reached, 

Leslie N. Jones, Illinois Bell attorney, 
indicated at the time the order was issued 
that the company might go into the courts 
to seek an injunction restraining the com- 
merce commission from preventing the 
company’s putting into effect a rate 
schedule that would provide the $34,100,- 
000 increased revenue sought. 

Joseph F. Grossman, special assistant 
corporation counsel, said that whether 
the city takes legal steps to oppose the 
rate increase will depend on what action 
the utility takes. Grossman said members 
of the city council, who ordered the cor- 
poration counsel to fight any increase 
through the court, generally expressed 
themselves as favoring a “small” in- 
crease but opposing a large one. 


Hotels Ask Rate Rise 


Dogo that hotels be permitted to 
increase telephone charges to pa- 
trons if the public service commission 
granted to the New York Telephone 
Company a temporary rate increase of 
10 per cent, was made early last month 
by the New York State Hotels’ Associa- 
tion and the Hotel Association of New 
York City. 

The petition, filed with the commission 
during hearings on the telephone com- 
pany’s request for the rate rise, said the 
hotels already were providing telephone 
service below cost. Their losses, they 
said, “will be further increased” if the 
telephone company was permitted to in- 
crease its charges and corresponding 
increases in the charges to be collected 
by the hotels were not permitted, 
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Electric Utility Earnings 
Still Too Low 


| iy the May 12th issue, under the head- 
ing “January Earnings” in this de- 
partment, there was a very brief descrip- 
tion of recent earnings of all electric 
utilities in relation to the rate base. It 
may be of interest to extend this discus- 
sion, 

What is the proper formula for work- 
ing out the earned rate of return? The 
method of treating depreciation has a 
great deal to do with the computation. A 
number of states—Missouri, Louisiana, 
California, and others—employ an unde- 
preciated rate base but credit earnings 
with interest on the reserve. Some of 
these states assume that the depreciation 
reserve is a fund contributed by con- 
sumers; 7.¢., it has been paid for by 
charges against earnings, and should be 
considered as a trust fund until needed 
for replacements. The owners of the 
property usually elect to reinvest this 
money in the property, rather than using 
it to pay off debt, investing it in govern- 
ments or other securities, or holding it 
in cash. Hence, the reasoning goes, cus- 
tomers are entitled to earn a return 
equivalent to what the company might 
have earned by retiring bonds—say 3 per 
cent, Thus the owners divide the total 
return obtained on this part of the prop- 
erty—giving consumers a first claim on 
income at the rate of 3 per cent, and 
keeping the balance, if any, for them- 
selves to compensate for fund manage- 
ment and for the risk factor. For exam- 
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Financial News 
and Comment 


By OWEN ELY 


ple, the annual report of Hartford Elec- 
tric Light Company for 1948, page 13, 
shows “Depreciation Expense Accrual” 
under expenses as $236,622, while in in- 
come deductions (“below the line” for 
rate purposes) is the item “Depreciation 
Accrual Charged to Income,” $325,247. 
The latter figure represents 3 per cent of 
the reserve, 


r the previous discussion (May 12th 
issue) the estimated rate base includ- 
ed a rule-of-thumb figure for working 
capital taken as 5 per cent of net plant. 
A more elaborate formula, used by the 
FPC and some state commissions, is to 
take inventories plus forty-five days’ 
operating expenses, excluding taxes and 
depreciation, It is a little difficult to ap- 
ply this formula to all electric utilities, 
because recent figures on inventories are 
not available. However, the amount may 
be estimated at over $300,000,000 (for 
electric operations), and expenses other 
than depreciation and taxes are currently 
running at about $280,000,000 for a 45- 
day period. On this basis the working 
capital figure would approximate $600,- 
000,000. 

At the end of February electric utility 
plant, plus working capital, amounted to 
$16.4 billion, and a year previous it was 
$14.7 billion, making an average for the 
year of $15.6 billion. The reserve for 
depreciation averaged $3.3 billion and the 
3 per cent allowance would thus approxi- 
mate $100,000,000. In the twelve months 
ended February 28, 1949, electric utility 
operating income was $807,000,000, and 
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the credit to depreciation would increase 
the amount to $907,000,000. This figure 
divided by $15.6 billion of average in- 
vestment gives a return of about 5.8 per 
cent—which in view of the equities in- 
volved would seem to be more correct 
than the 6.6 per cent figure (shown in our 
May 12th discussion for twelve months 
ended January 31, 1949). 

The Edison Electric Institute, using 
the entire plant account (including gas 
and miscellaneous plant account) esti- 
mated a return of only 5 per cent earned 
in 1948. (First table in preliminary copy 
of Statistical Bulletin No. 16.) Its com- 
putation did not include the two adjust- 
ments made in our calculation (the 
addition of working capital, and the earn- 
ings credit of 3 per cent on the reserve). 
Of course, the rate of return earned by 
the gas and miscellaneous services is 
probably lower than for the electric de- 
partment, which would also. affect its 
result. 

There have been misgivings in some 
political quarters to the effect that the 
state commissions are being too generous 
in granting rate increases. A return of 
5.8 per cent is below the 6 per cent level, 
which is traditionally considered a fair 
rate of return. Certainly such a return 
is none too large to help the companies 
with their present burden of equity 
financing. 


ye accompanying chart of average 
yields and price-earnings ratios for 
8 leading electric utilities over a 13-year 
period (including 1949 to date) further 
illustrates the present financial position 
of the utilities with respect to common 
stock financing. The best utility equities 
are currently selling at about 13 times 
earnings, to yield about 6 per cent. While 
the utility market has behaved rather 
favorably this year in the face of a large 
number of new subscription offers and 
stock sales, nevertheless the market ratios 
are the most unfavorable of the past five 
or six years, Here is the evidence that 
utility earnings remain inadequate to 
support a broad program of equity financ- 
ing at fair price levels. 

A number of utility companies have 


had to offer stock to their stockholders 
at prices which are historically low, thus 
diluting the equity position of the older 
stockholders. Potomac Electric Power is 
a case in point. The company operated 
for a long period of years under a so- 
called sliding-scale rate formula. Numer- 
ous rate reductions were made, year 
after year. But when the company asked 
for a rate increase the Washington, D. 
C., utilities commission tightened up on 
the formula, finally granting the com- 
pany an increase of only $2,750,000 a 
year, to afford a return of 54 per cent. 
Because of the narrow margin of earn- 
ings over dividends the stock has shown 
a sagging tendency over the past three 
years. 

Earlier this year the company wanted 
to sell $37,000,000 3} per cent debentures 
to three insurance companies. The local 
commission threw out this proposal for 
technical reasons, and the company was 
apparently forced to issue $10,000,000 
first mortgage bonds and to make a heavy 
common stock offering in a ratio of 1 
for 5. The offering price of this stock 
was at the low point for the stock since 
it has been in the hands of the public. 
This financing again reduces the share 
earnings to a figure only moderately in 
excess of the 90-cent dividend rate, al- 
though eventually when the new money 
is fully employed in the rate base the 
figures may make a better showing 
Certainly in this case the rights of former 
stockholders appear infringed by the is- 
suance of new stock at a relatively low 
figure. The fact that they are permitted 
to subscribe does not offset the damage 
done by the bad timing and large size of 
the issue, 


* 


More Statistical Ratios for 
Annual Reports? 


to annual reports of electric utility 
companies have shown great im- 
provement in recent years from the view- 
point of reader interest. Colored pic- 
tures of plants and maps of the territory, 
charts showing the growth of the busi- 
ness, “newsy” stories about operations, 
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construction programs, financing, etc.— 
all make the average report interesting 
and readable. But utility managements 
cannot overlook the fact that the annual 
report also must serve as a repository of 
statistical information. Of course the 
average company, during the present pe- 
riod of active financing, usually issues at 
least one prospectus a year, and this 
prospectus contains more detailed sta- 
tistics than the report to stockholders. 
However, these are available only at ir- 
regular intervals and copies are not as 
widely distributed as are the annual 
reports. 

A sampling of the annual reports for 
1948 indicates that most of them are 
somewhat deficient in presenting the kind 
of information which a Wall Street 
analyst needs for quick but careful ap- 
praisal of the company’s securities. It is 
true that some of the financial services* 
supply detailed statistics and ratios, but 
it would be an easy matter for the com- 
pany itself to publish some of the more 
essential figures either in the annual re- 
port, or in a supplementary annual pub- 
lication. One company which has adopt- 
ed the latter idea is New England Gas & 
Electric. This company a short time azo 
issued a 5-page bulletin called ‘“‘Opera- 
tions Charts 1939-1948.” These ten 
charts are reproduced in the chart, page 
795, on a _ reduced scale. Hartford 
Electric Light Company adds an “Ap- 
pendix” to its report, giving valuable 2J- 
year data, including ratios. Brooklyn 
Union Gas Company has recently issued 
aprinted 80-page “Review of Operations 
—1948,” apparently designed especially 
for the use of analysts, and containing 
a wealth of historical and statistical data. 


A* annual reports present balance 


sheets and income accounts in 
some detail. But even here there is room 
for improvement. Occasionally a large 
company fails to report maintenance ex- 
penses, and some companies which buy a 
considerable amount of power or gas fail 
to report the cost of the electricity or gas 


__— 


*The 
example, 


Institutional Utility Service, for 
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purchased. These figures are needed by 
analysts in order to compile the standard 
“ratio of maintenance and depreciation 
to gross revenues’’; it is essential to de- 
duct cost of purchased power or gas 
from revenues in making the computa- 
tion, otherwise the ratio would be un- 
fairly low. This ratio is becoming in- 
creasingly important in comparing equi- 
ties; one banker rates it very highly. 
Obviously, if a company’s maintenance 
work is being skimped or its depreciation 
charge is too low, the price-earnings 
ratio cannot be compared accurately with 
that of another company’s stock if the 
latter company is charging more gener- 
ously for these eppense items. 

There are certain important ratios in 
relation to earnings which only a few 
companies publish but which easily could 
be inserted in the income account or ap- 
pended thereto. These are: (1) The 
number of times mortgage interest is 
earned; (2) number of times over-all 
fixed charges are earned ; (3) number of 
times fixed charges and preferred divi- 
dends are earned ; (4) the percentage of 
revenues available for common stock 
dividends; (5) the share earnings on the 
common stock; and (6) dividends paid 
in the previous year, and the current rate 
based on the latest quarterly payment (if 
there has been any change). These ratios 
are necessary to effect comparisons of 
the company’s mortgage bonds, deben- 
tures, preferred stock, and common 
stock with other issues. They are invari- 
ably used in the big “comparison sheets” 
prepared by banking groups in connec- 
tion with competitive bidding for new 
issues. 


F Gone siny to the balance sheet, the 
analyst is interested principally in 
the plant account and the capital struc- 
ture. ‘In these days of frequent new 
financing it is important to know the 
capital ratios on a pro forma basis. To 
obtain these accurately it is necessary not 
merely to bring the figures up to date to 
include the new issue, but also to make 
sure that surplus account is properly set 
up. Surplus is of course affected by 
property account write-offs. Under reg- 
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ulatory pressure, many companies have 
now written down their property ac- 
counts to original cost, with any remain- 
ing balance in Account 100.5 being 
amortized. It is important for plant ac- 
count to be clearly designated in this 
respect ; references to fine-print footnotes 
are not entirely satisfactory. The proper 
way is that used by Southern California 
Edison, as follows: “tangible plant at 
original cost, $484,023,986; additional 
cost of plant acquired (acquisition ad- 
justments being amortized) and intangi- 
bles, $3,809,353.” That company also 
includes a double page of statistical tables 
and ratios over a 10-year period, includ- 
ing the capital ratios, which section is 
particularly valuable. But looking over 
the 1948 reports, it appears that only 
about one out of four or five companies 
state their capital ratios. 

The analyst is also interested in sales 
data, and in this respect the annual re- 
ports make a somewhat better showing. 
About half of them give residential rev- 
enues per kilowatt hour, and annual resi- 
dential usage — though the tendency 
seems to be to omit the figures if they 
are unfavorable as compared with the 
national averages! 

It is surprising to find that not all the 
reports show the percentage division of 
revenues among various services; the 
majority seem content to present the fig- 
ures in the income account, leaving the 
analyst the job of using his slide rule. 
The same criticism applies to the analysis 
of electric revenues by major groups of 
customers. Very few companies go fur- 
ther and break down electric industrial 
revenues among industries or major in- 
dustrial customers, although such in- 
formation is of great interest in judging 
the company’s ability to ride through a 
major depression without much de- 
terioration in earning power. 


N” many reports give very much 


statistical data on operations. 
About eight out of ten reports give a few 
simple figures such as population served 
and capacity of plants, but very few list 
the principal cities served or tabulate the 
various plants, with statistics as to their 
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age, the method of operation (hydro or 
character of fuel), rated capacity, maxi- 
mum effective capacity, and annual 
kilowatt-hour output. Most of this data 
is compiled for inclusion in prospectuses 
and could easily be presented in the an- 
nual report. Very few reports give the 
peak load or indicate the percentage of 
average reserve capacity. 

Prospectuses almost invariably con- 
tain a page of operating statistics with 5- 
year figures on operating revenues, elec- 
tric sales, electric revenues, electric cus- 
tomers, and an analysis of power output. 
Here again it would seem feasible to 
transfer the table bodily to the annual 
report. 

The cost of fuel has in recent years be- 
come a major factor in utility net earn- 
ings, yet few reports discuss the unit cost 
of fuel, or the operating efficiency of gen- 
erating plants with respect to fuel con- 
sumption (number of pounds coal con- 
sumed per kilowatt hour). Similarly, 
taxes are highly important, yet few re- 
ports give a breakdown of taxes. Utility 
analysts are particularly interested in rate 
problems, accounting adjustments, etc. 
Annual reports are becoming more in- 
formative on these questions but there 
is room for further improvement. 

It may be argued that to include all of 
this data would make the annual report 
too lengthy and expensive to prepare. 
But some of the space now devoted to 
pictures, auditors’ certificates, notes to 
financial statements, etc., might well be 
devoted to statistical tables. Another de- 
vice for economy. would be to publish a 
list of statistical tables and charts which 
would be made available (individually 
or in a separate pamphlet) to stockhold- 
ers or analysts on request. 

One innovation now carried in a few 
annual reports should be more widely 
adopted—an index of the contents, in- 
cluding the statistical data. Where maps 
are shown, the use of color to indicate 
the areas where different services are 
rendered is helpful: Public Service Elec- 
tric & Gas, for example, uses yellow for 
electric, blue for gas, and green for areas 
where both electric and gas services are 
rendered. 
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pion companies which are offering 
new common stock issues on an un- 
derwritten basis sometimes go to great 
length to p-epare special statistical data 
of interest to Wall Street analysts. Thus 
Central Maine Power prepared a 60-page 
set of tables several months ago. 

Of course, the analyst's $04 question 


is: What are the earnings going to be for 
the current calendar year and for two or 
three years ahead? 

These comments are suggested in the 
spirit of helpfulness, on the basis of a 
perusal and analysis of a conside:able 
number of current and representative an- 
nual reports. 


e 
CURRENT UTILITY STATISTICS AND RATIOS 


Amount 
Latest Latest 
Month 12Mos. 


Per Cent Increase 
Latest Latest 
Unit Used Month 12Mos. 
Operating Statistics (March) 
Output K WH—Total 
Hydro generated 
Fuel generatcd 
Capacity 
CE, ( scvcsnsaconwesns ets 
Fuel Use: Coal 
Gas 
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Sales, Revenues, and Rates (February) 
KWH Sales—Residential 
Commercial 
Industrial 
po eS errr errr ee 
Revenues—Residential 
Commercial 
Industrial 
Total, incl. misc. sales .......... 
Revenues and Income (February) 
Elec. Rev., incl. misc. rev. .......++ 
Misc. Income 
Expenditures (February 
Fuel 
Labor 
Misc. Expenses 
Depreciat:on 
Taxes 
Interest 
ee ° 
Earnings and Dividends (February) 
Net Income 
Preferred Div. (est.) ......cccccce 
Bal. for common stock (est.) 
Common Dividends (est.) 
Balance to Surplus (est.) 
Utility Financing (A pril)* 
Bonds 
DEN ih ecac ede sdeeewseumebaekes 


_ 
. 


_ 


COOoouMsbotly 


R 


Bill. KWH 


“ 


— ee 
ons 


Mill. $ 


— a et 
NW ivw So 


co 


Life Insurance Investments (January Ist-May 
Utility Bonds 274 
Utilitv Stocks 11 ~ 
Total 285 —_ 
% of All Investments 15% ~- 


D—Decrease. *Data for all utilities (electric, gas, telephone, etc.), including refunding issues. 
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two or RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
5/15/49 Indicated Share Earnings 

in the Price Dividend Approx. 12 Mos. Current Previous % In- 
About Rate Yvield Ended Period Period crease 
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Consol. Natural Gas 
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Indiana Gas & Water .... 
Kansas-Neb. Nat. Gas .... 
Laclede Gas Light 

Lone Star Gas 
Minneapolis Gas 

Mission Oil 

Mobile Gas Service 
Montana-Dakota Util. .... 
National Fuel Gas 
Naticnal Gas & Elec. ..... 
Okla. Natural Gas 

Pacific Lighting 

Pacific Pub. Serv. ....... 
Peoples Gas L.& C. ...... 
Rio Grande Valley 
Rockland Gas 
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Washington Gas Light ... 
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Averages 

Natural Gas—Wholesale and Pipe Line 
S_ El Paso Nat. Gas 28 
O Interstate Nat. Gas ...... 25 
Missouri-Kansas P. L. ... 25 
Northern Nat. Gas 34 
Panhandle East. P. L. ... 57 
Southern Nat. Gas 34 
Southern Preduction .... 7 
Southwest Gas Producing . 7 

Tenn. Gas Trans. ....:... 27 1.40 & Stk. 
Texas Gas Transmission . 13 
Texas East. Trans. ...... 14 


Feb. $2.48 
Dec.’47 171 
Dec. 1.32 
Dec. 3.12 
Mar. 4.69 
Mar. 3.27 
Mar. 38 
Dec. 47 
Dec. 1.78 
April 1.02 
Mar. 1.31 
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Averages 
Manufactured Gas—Retail 
QO birmingham Gas 
Bridgeport Gas 
Brockton Gas Lt. ........ 
Brooklyn Union Gas 
Hartford Gas 
Haverhill Gas Lt. ....... 
Jacksonville Gas ......... 
Kings County Light'ng ... 
New Haven Gas Light ... 
Providence Gas .......... 
South Jersey Gas 
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Averages 6.0% 17.2 


D—Decrease or deficit. E—Estimated. C—Curb Exchange. O—Over-counter or out-of-town 
exchange. S—New York Stock Exchange. *Company serves mixed gas but the trend in most 
cases is toward greater use of natural gas, hence we have dropped the separate classification. 
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® What Others Think 


Electric Power and National 
Security 


LS fnnyrtaeers measures and controls in 
the electric power industry frequent- 
ly are more desirable and practicable than 
mandatory methods. That is a conclusion 
based on wide experience of Edward 
Falck, now chief consultant on power 
and utilities for the National Security 
Resources Board. 

In a recent address, Mr. Falck re- 
viewed the situation of the power indus- 
try in the last two World Wars, and he 
discussed the power mobilization pro- 
gram for the future. 

In discussing the greater efficiency of 
voluntary codperation, he said it is im- 
portant to preserve a continuing flow of 
information and advice between the 
central planning staff in Washington and 
the operating utilities in the field. Ex- 
panding on that point, Mr. Falck ex- 
plained: 


... If the operating utilities are well 
informed as to the actual and threat- 
ened situation, and are given general 
recommendations as to the objectives 
sought to be achieved, they may be 
usually relied upon to carry out on a 
voluntary basis such remedial actions 
as may be necessary, The same is true 
as to the general consuming public. 
Given full knowledge and a clear pic- 
ture of the necessities of the situation, 
the public will to a very large extent 
voluntarily support conservation pro- 
grams and similar activities. Manda- 
tory powers should be exercised only as 
a last resort. 

For somewhat the same reasons, 
work for the security agency should 
be decentralized in so far as possible. 
Even now, data on power capacity and 
requirements are being assembled on 
the basis of power supply regions. 
Similarly, most questions relating to 
interconnection, integration, power 
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pooling, and fuel utilization are best 
considered and decided by the operat- 
ing representatives of the area power 
supply pools, 

The great expansion program now 
being undertaken by the electric util- 
ities will provide for the nation by the 
end of the year 1951 a total electric 
power capacity more than 50 per cent 
greater than we had at the end of 
World War II. Present indications 
are that further expansion of power 
capacity will be made in 1952, 1953, 
and the ensuing years. The augmented 
electric power supply that will be avail- 
able upon completion of this expansion 
program will make a tremendous con- 
tribution to the production potential of 
the country. There are few of our 
great resources that have been ex- 
panded as strikingly during these post- 
war years. Let us hope that the funda- 
mental economic conditions in the 
country will continue to foster the 
further expansion of our national pow- 
er supply. 


‘N the basis of his experience with 

the Office of War Utilities of the 
War Production Board during World 
War II and with the power and utilities 
division of the National Security Re- 
sources Board during the past year, Mr. 
Falck made a number of suggestions and 
working rules with respect to power 
mobilization work that should be done in 
the year ahead. They deal primarily with 
required new legislation and the problem 
of organization. Excerpts from his re- 
marks on those subjects follow: 


Among the first and crucially im- 
portant tasks of the National Security 
Resources Board is the development of 
a legislative framework of powers to 
be invoked in the event of a national 
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emergency. In addition to the legisla- 
tive framework, it is necessary to plan 
in advance the type of general or- 
ganization or group of related organ- 
izations that would be brought into be- 
ing in times of emergency to cope with 
the broad problems of price control, 
man power, and industrial resources, 
The National Security Resources 
Board already has made substantial 
progress in drafting the type of gen- 
eral emergency powers legislation that 
would be needed and is now at work 
on the problem of organization. 

... It is my opinion that the power- 
planning agency should be a part of 
the President’s mobilization organiza- 
tion. The power-planning agency 
should work very closely with existing 
governmental departments, agencies, 
and commissions, such as the Muni- 
tions Board, Atomic Energy Commis- 
sion, Federal Power Commission, De- 
partment of the Interior, Rural 
Electrification Administration, and so 
on, The central power agency should 
advise with and make use of the facil- 
ities of these other governmental 
groups. Every effort should be made 
to avoid duplication of effort and per- 
sonnel within the Federal establish- 
ment, However, the central power 
security agency cannot successfully 
delegate its primary responsibility for 
security planning to any of these other 
governmental groups. 

During peacetime the staff required 
for power mobilization planning work 
can be very small, supplemented by 
assistance secured from other govern- 
mental departments and from industry 
advisory groups and task forces. Dur- 
ing emergency periods when a larger 
staff would be required, it would again 
be desirable to recruit personnel from 
operating utility system experts who 
have the necessary know-how and ex- 
perience. In selecting such personnel, 
every effort should be made to secure 
the most widespread and_ balanced 
representation so that experts are 
drawn from both large and small sys- 
tems, from public agencies, from pri- 
vately owned utilities and cooperatives, 


and from all sections of the country. 
At all times, the greatest effort should 
be made to secure absolute honesty, 
fairness, and objectivity in carrying 
out the work of the power security 
agency. Defense or security considera- 
tions must always be paramount. 


Other Necessary Tasks 


R. FaLcK emphasized that one of 

the immediate and recurring jobs 

for the existing security organization is 

the task of making resource appraisals 

with respect to supplies and requirements. 
On this subject he said: 


One of the immediate and recurring 
jobs for the existing security organiza- 
tion is the task of making resource 
appraisals with respect to supplies and 
requirements, Such a survey of power 
must be projected several years ahead, 
taking into account the time required 
for fabricating and erecting additional 
steam and hydro generation facilities. 

It is impossible to assure that any 
desired program of facilities expansion 
is completed on schedule without at the 
same time having the responsibility for 
the manufacture of utility type ma- 
terials and equipment, Turbines, boil- 
ers, switchgear, and transformers are 
the very items that are likely to become 
bottlenecks during a period of all-out 
mobilization, Consequently, the future 
capacity to produce electric power can 
be provided only by allocation and 
scheduling of related manufacturing 
capacity, During World War II the 
Office of War Utilities had responsi- 
bility over power equipment, and I be- 
lieve that in the present organization 
of the National Security Resources 
Board planning for power equipment 
production can best be handled by the 
power and utilities division. 

Further work of a preparatory na- 
ture should be done on possible con- 
trols over new construction, materials 
inventories, operating supplies, includ- 
ing fuels, and allocation and curtail- 
ment of power service during shortage 
periods. However, most of these de- 
tailed mobilization measures must be 
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based upon conditions and problems 
which exist at the time of emergency 
and can best be developed and ad- 
ministered at the time they are re- 
quired. The nature, scope, and dura- 
tion of emergencies that may occur in 
the future are so various and unpre- 
dictable that it would appear to be 
quite useless to attempt now to antic- 
ipate them in detail, The general type 
of emergency controls that may be 
utilized in the future were actually 
drafted and put into effect at various 
times during World War II. The 
orders and directives are well known 
and understood by many persons hav- 
ing responsibilities in the government 
and in the electric utility systems 
throughout the country. Consequently, 
any precise modification of, such emer- 
gency controls necessary to fit a new 
or different emergency can be de- 
veloped on very short notice. 


Cost of Developing Reserves 


ECAUSE of the dynamic character of 
the electric industry, there has been 
some argument to date as to who should 
carry the financial burden of any excess 
reserves that might be desired for nation- 
al security purposes. Mr. Falck takes the 
following stand: 


. . . In this connection, an argument 
could be made that the cost of develop- 
ing and maintaining extra reserves re- 
quired solely for national security rea- 


sons should be borne by the taxpayer I 


rather than by the consumer. Since 
requirements are steadily growing, the 
electric systems, in their normal plan- 
ning, seek to provide a reserve of 10 
per cent, 12 per cent, or even 15 per 
cent above the peak load to take care of 
unforeseen or scheduled outages and 
future growth, If present programs 
continue, our electric system nationally 
will have a reserve of 15 per cent or 
more over the peak now expected by 
1951 or 1952. Whatever reasonable 
margin of reserve capacity may finally 
be determined to be necessary from the 
standpoint of national security, it 
seems reasonable to conclude that the 
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electric industry will be able to create 
such a margin of reserve and carry the 
burden of its cost, This is so because 
if power capacity were insufficient to 
take care of market requirements the 
costs to industry. generally would be 
greater than the cost of creating utility 
reserves. 

Great advantages can be gained by 
having the reserve capacity built by, 
and made a part of, operating electric 
systems. In this way, the new and more 
efficient plant becomes a part of the 
interconnected power pool and the 
older and less efficient plant is operated 
only over peaks or held in reserve. 
Whether the new plant is constructed 
by a Federal agency or by a privately 
owned or municipal electric utility, it 
should be interconnected and made a 
part of the area power supply system. 
In this way, maximum economies can 
be achieved through the coordinated 
construction or operation of hydro 
plants and steam stations having differ- 
ent efficiencies, scheduling outages for 
maintenance or inspection of different 
plants at different times throughout 
the year, minimizing the size of the 
reserves required to assure reliability 
of service, and providing the greatest 
flexibility for the location of new in- 
dustrial plants or other large power 
loads. 


Public-private Fight 


N passing, Mr. Falck made an interest- 
ing personal observation about the 


public ownership—private ownership 
fight that has been raging in the electric 
power industry for so many years: 


. .. In order to make decisions on 
problems which may seriously affect 
the security of this nation, sound and 
reliable factual data must be developed 
by joint efforts of government and in- 
dustry officials. It seems to me that if 
all the brains—legal, engineering, and 
public relations—that are now being 
devoted by both sides to the ideological 
public-private battle could by some 
means be channeled into more con- 
structive purposes of improving the 
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Courtesy, Georgia Power Company 


“WE BOUGHT IT FROM THE POWER COMPANY. IT’S A BIG HELP IN 
CLIMBING UP FOR THE NEWSPAPER” 


size, scope, and quality of the electric 
industry, there would be a very clear 
gain to the country as a whole. It is 
(again my personal opinion) a matter 
of great importance that the leaders of 
the public agencies and the private util- 
ity companies make a real effort to find 
some common ground of agreement, 
and move forward to meet the capacity 
needs of the industry and the nation. 
If a public power policy can be worked 


801 


out in such a way as to permit the con- 
tinued operations of the private utilities 
without, on the one hand, sacrificing 
any element of the public interest, and 
without, on the other hand, jeopardiz- 
ing the legitimate investment in the 
private utilities, then all elements of 
the industry could roll up their sleeves 
and get down to the real business of 
finding solutions to our basic economic 
and defense problems, 
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The above excerpts and comments 
represent only a small portion of Mr. 


Falck’s complete address, which was 


entitled “Electric Power Supply and Na- 


tional Security.” The speech was given 
at the joint opening session of the Mid- 
west Power Conference, Chicago, April 
18, 1949, 





Lighting Promotion 


M. KAMMERER, commercial sales 

* supervisor of the Wisconsin 

Public Service Corporation, has some 

definite suggestions regarding the promo- 

tion of lighting. These appeared in a 

paper presented at Wausau, Wisconsin, 
in February. 

Following is a brief digest of the ideas 
Mr. Kammerer believes to be most feasi- 
ble: 

The utility company might employ 
more lighting engineers. They would co- 
Operate with architects, commercial and 
industrial customers, electrical contrac- 
tors, and associated industries. The util- 
ity would be the central station of in- 
formation and training and all contacts 
and services would be on a planned basis. 
Curtailment of nonessential lighting serv- 
ices would be studied and initiated. This 
plan is being used at present by many 
utility companies. 

Due in part to high cost of wiring and 
fixtures, commercial and industrial light- 
ing has failed to develop as rapidly as was 
anticipated. It is still a vast and practically 
unexplored market, and with proper care 
and supervision it could be the badly 
needed new income source for which the 
utilities have long been’ searching. It 
might as well be understood and accepted 
by the utilities that this work can only 
be done successfully by trained and spe- 
cialized personnel, 

We criticize the dealer who sells a poor 
job rather than lose out all together, but, 
unless the utility companies continue to 
promote lighting, they will be doing the 
same as this dealer only under a different 
heading. 

The utility company may even have to 
go further in broadening its program by 
experimenting with sectional specialists 
in the lighting field. The industry has 
grown to such proportions that some kind 
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of voluntary regulations in relation to 
quality, fixture, and adaptability would 
be advisable. 


He lighting expert has many duties. 
He is asked to change the looks, ex- 
pressions, and general bearings of peo- 
ple. He is supposed to make them happy, 
sad, cool, or hot, give them an appetite 
or take it away, all with a flip of a switch. 

He must completely understand paints 
and color, also mood and accent lighting. 
He must understand the spectrums and 
varied light sources, such as sodium, 
mercury, fluorescent, incandescent, black 
light, ete. 

We must specialize in sign lighting, 
street lighting, sports field lighting, church 
and school lighting, industrial and com- 
mercial, and a host of other specialized 
applications. Our recommendations are 
important for they usually are the decid- 
ing factor. We must be experts and quali- 
fied to advise. No other agency in the 
eyes of the customer has the available 
trained personnel who can do it as well. 

Manufacturers could help the confused 
position that we find ourselves quite fre- 
quently in in regard to lamps. We now 
have 3,500°, 4,500°, 6,500°, and others. 
Fluorescent colors run from daylight, 
soft white, white, warm tone, and the 
other colors of the spectrum. We have 
photographic, sign, street light, special 
industrial services, and a multitude of 
other small and large lamps too numerous 
to mention, all equipped with an assort- 
ment of different size bases, Would it be 
too unfair to request the manufacturers 
to get their heads together and decide on 
a uniform program that would make the 
market understandable? 

The utility engineer, being in a neutral 
position, is indispensable where schools 
are concerned, The first step or ground- 
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work necessary in their lighting design is 
to meet with the schoo] board, superin- 
tendent, principal, etc., and decide on 
plans, the type of fixture, specifications, 
and approximate cost so the school board 
can prepare its budget, After this, the 
information is presented in proposal 
forms for bids, It would not seem fair 
to the other electrical contractors-or fix- 
ture manufacturers if these specifications, 
etc., were presented or drawn by a prob- 
able bidder himself. 


N many instances the larger industrial 
I and commercial customers also feel 
that they do not have the time or forti- 
tude to meet with a dozen or more fixture 
sales people and the like number of wir- 
ing contractors to discuss their lighting 
problems and are hopefully turning to us 
for our advice and lighting counsel. 

In the comparatively few years that the 


utilities have interested themselves in the 
active lighting program, they have set up 
an illumination standard that gives credit 
to the industry. Without the training 
schools and other educational programs 
of ours and constant recognition of our 
responsibilities to our customers, I would 
fear for the vision and well-being of our 
citizens. 

The above suggestions seem to be 
closer to the ideal solution for utilities 
to accept, but to carry on they will need 
as never before the cooperation of the 
whole industry. 

Fixture sales outlets and associated 
businesses do not have the invested inter- 
est that the utility has, so, in general, lack 
the inclination and organizational setup 
to participate as actively in the lighting 
promotion as the utilities do. 

All of the foregoing suggestions repre- 
sent Mr. Kammerer’s personal views. 





OG&E’s Rural Service 


EORGE A, Davis, president of Okla- 

homa Gas & Electric Company, is 
letting his public know the facts with re- 
spect to how his company is taking care 
of service for rural communities. 

That the results have been favorable is 
indicated by a recent tabulation of fran- 
chise votes in 39 towns in which the citi- 
zens voted 98 per cent for OG&E fran- 
chises from the middle of 1944 to 
February 1, 1949, In no town was a fran- 
chise denied, nor was there a close vote. 
Total vote for the franchises in all towns 
amounted to 11,992; against, 219. 

Mr. Davis has found it necessary to 
reply to certain statements made publicly, 
to the effect that OG&E is unfriendly to 
the Rural Electrification Administration 
program and to the codperatives that are 
carrying it out, In an open letter to the 
editor of The Oklahoma Publisher (a 
monthly publication of newspapers in the 
state) Mr, Davis discussed the situation 
frankly, Davis discussed the problem of 
getting caught up on delays caused by the 
wartime restrictions on building but pro- 


fessed his company’s belief in REA as 
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a program. False reports, he said, in- 
ferred that Oklahoma Gas & Electric was 


. unfriendly to the REA program 
and to the codperatives who are carry- 
ing it out. Such propaganda is untruth- 
ful and without fact. 

We, from the beginning, have be- 
lieved the REA Act, as passed by Con- 
gress, was the fulfillment of a vital 
need. It was a contribution to the eco- 
nomic and social life of our state and 
nation which extends far beyond any 
value which can be expressed in dollars 
and cents. 

We do not believe that the REA 
codéperatives were ever intended to be 
competitive. They have a job to do and 
we have a job to do. Both jobs are 
beneficial to the same commonwealth, 
so in effect we are partners in service. 

We have no designs on any REA 
line. All that the REA codperatives 
have that we want is their confidence 
and friendship. 

Weare confident that we will always 
have sufficient power to continue sup- 
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plying the wholesale needs of the REA 
cooperatives. At the present time we 
are serving 17 Oklahoma and Arkan- 
sas co-ops from 58 different connec- 
tions with our transmission system. 
There is no need and will be no need of 
the duplicating transmission lines of 
the Southwestern Power Administra- 
tion to supply the farms . . . or any- 
thing else. (Italics supplied.) 

We are selling wholesale electricity 
to the codperatives at the preferential 
rate of 6} mills per kilowatt hour on 
the average. The national average for 
similar service is 8.7 mills per kilowatt 
hour, Our rate was voluntary and was 
approved by the regulatory commis- 
sions in Oklahoma and Arkansas after 
hearings proved the value of the rate 
to the agricultural development of the 
states from which all people would 
profit directly or indirectly, 

I sincerely hope that the above state- 
ments make our position clear to you. 
We believe in the complete fulfillment 
of the REA Act. We want to work 
harmoniously and helpfully with the 
management and directors of the RIA 
cooperatives. We have the power to 
serve them and at a rate that is low. 
There is no need for the enlargement 
of either Federal or state power proj- 
ects to serve the wholesale needs of the 
REA. 


rk. Davis refuted publicly a state- 

ment of the National Rural Elec- 
tric Codperative Association, - which 
warned against “a power shortage now 
rampant” in his region. 

In a full-page advertisement in the 
February, 1949, issue of The Farmer- 
Stockman, OG&E denied the existence 
of a power shortage as follows: 


There is no shortage of electric pow- 
er in the area served by Oklahoma Gas 
& Electric Company and we are in the 
midst of a $47,000,000 building pro- 
gram to assure plenty of power in the 
future. 

Further, we know of no power short- 
age or anticipated shortage within the 
region which would in any way restrict 
the farm use of electricity or in any 
way injure the rural economy of the 
region. 

In the same advertisement in The 
Farmer-Stockman, the company explains 
the extent of its service in the form of 
wholesale power to many cooperatives. 
The paragraph dealing with that point 
follows: 


From the time the first codperatives 
were organized within our served ter- 
ritory, we have been ready to serve 
them wholesale with all the electric 
energy they have requested—and at 
points where they have needed it. At 
the present time we are serving 17 co- 
Operatives from our transmission lines 
at 58 different points or connections. 
We have never denied any cooperative 
a connection to serve within the states 
of Oklahoma and Arkansas, states 
where we are privileged to serve. No 
restrictions have been imposed on how 
much eleciricity could be purchased 
and there have been no reductions in 
voltage at the sources of supply which 
could in any way cause low voltage 
conditions on the farm, 


The above advertisement was entitled 
“What Power Shortage?” It is the first 
of a series of ads to appear which will 
d'scuss phases of the company’s business 
in a friendly and informative manner, it 
was reported. 





Labor Department Examines Power Industry 


HE future of the electric power in- 
dustry is bright for the worker in 
it, as well as others concerned by its 
welfare. This is the view of the Bureau 
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of Labor Statistics, U. S. Department of 
Labor. 

Prospective levels of capacity and out- 
put are given important consideration in 
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FONE a9. Arien 








“I KNOW THE HOUSING SITUATION IS SIMPLY TERRIBLE NORTHGATE, BUT 
AFTER ALL—” 


a recent publication of the bureau, which 
is entitled “Employn 
Electric Light and Power Occupations 

The writer of the 50-page bookict, 
Richard H. Lewis, states: 


+ sat) ] ! 
ent Outlook in ihe 


Even allowing for a substantial de- 
crease in the rate of utility construction 
after 1953, it appears likely that total 
capacity will at least fall within the 
range of 80 to 85 million kilowatts by 
the end of the coming decade, or 53 to 
63 per cent more than on January 1, 
1948. 


Commenting on estimates of other 
uthorities, Mr. Lewis said: 


The market development depart- 
ment of the Westinghouse Electric 
Corporation has, asa result of its study 
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of trends in power consumption, pro- 
jected an annual total of well over 400 
billion kilowatt hours to be generated 
by 1957. This study indicated that 
total capacity should be raised to 95,- 
000,000 kilowatts by 1957 to meet the 
expected demands. An incvease of 
this magnitude would mean almost a 
doubling of capacity within ten years. 
Previously, utilities have more than 
doubled their capacity within 10-year 
periods, but never when the quantities 
involved were so great. 

The staff of the Federal Power 
Commission (in July, 1947) estimated 
that total electric power requirements 
in 1952 will be 326 billion kilowatt 
hours, compared with the 256 billion 
kilowatt hours generated in 1947. This 
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estimate, which was based on an as- 
sumed increase of 1 per cent a year in 
the nation’s labor force, would mean 
an increase in power produced of al- 
most 30 per cent over that period. 


ISCUSSING in further detail the fu- 

ture demands for electric power, 
Mr. Lewis qualifies his conclusions by 
stating that the long-run trend of con- 
sumption is closely related to the levels 
of business and industrial activity, to 
changes in consumers’ incomes, and to 
population growth. However, he points 
to new facets: 


The other part of the story of the 
demand for electric power is the in- 
troduction of new uses for electricity 
and the wider adoption of existing 
uses. This might occur, for example, 
through the development of new in- 
dustrial equipment powered by elec- 
tricity or of a new process using elec- 
tric current. Also when new industries 
arise they frequently add substantially 
to the demands for power. We are ail 
familiar with the important place that 
electrical appliances occupy in Amer- 
ican homes. But most households are 
far from using all the electrical prod- 
ucts that have been developed already 
and new types are sure to come. 


Speaking specifically of new indus- 
trial demands, Mr. Lewis remarked that 
for many years industrial plants have 
accounted for over half of the power 
purchased from utilities. From now on, 
he says, 

The future requirements for elec- 
tric energy in factories depend largely 
upon the rates of activity in the 
major consuming industries and upon 
the wider introduction of labor saving 
and improved processes. Among the 
newer industrial uses of electricity 
which promise increasing utilization of 
electricity are welding equipment, var- 
ious types of electric furnaces, infra- 
red heating, induction heating, and 
annealing. 

Other growing uses include X-ray 
equipment, inspecting and testing 
equipment, and devices which by elec- 
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trostatic precipitation remove im- 
purities from the air. Another use of 
electricity in industrial operations has 
been for air-conditioning equipment, 
especially in certain industries where 
controlled temperature and humidity 
are important to the process. This is 
true, for instance, in many textile 
plants and in the metal-working plants 
which do precision work. 

Much progress has also been made 
in improving factory lighting stand- 
ards. New equipment developed in re- 
cents years has made much factory 
lighting obsolete. These are some of 
the growing uses from which greater 
electrical loads may be built up. 


A” mentioned as important sources 
of increased power requirements 
are the use of electrically powered equip- 
ment in new industries or processes 
which may develop. High on the list are 
possible future large-scale establishment 
of synthetic gasoline plants, and the po- 
tentially extensive use of electrically op- 
erated ore beneficiating equipment to 
eliminate impurities from low-grade ores. 
Discussed generally is the prospective 
use of atomic energy for power genera- 
tion and its far-reaching influence on the 
design and location of power plants and 
on the utilization of fuel by the electric 
utilities. No prompt change in present 
conditions is envisioned. 

The bureau’s booklet contains addi- 
tional information of a different type. It 
may be of interest to personnel managers 
of utility companies, because it is a first- 
rate primer on the electric utility busi- 
ness. Ideas contained are constructive 
and instructive. Naturally, the booklet 
concentrates on employment prospects in 
the industry, but it is optimistic and it 
gives the reader a very clear picture of 
the industry as it functions. 

Full title of the publication is “Em- 
ployment Outlook in Electric Light and 
Power Occupations,” Bulletin No. 944. 
U. S. Department of Labor, Bureau of 
Labor Statistics. It is for sale by the 
Superintendent of Documents, U. S. 
Government Printing Office, Washing- 
ton 25, D.C. Price 30 cents. 
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Responsibilities of Corporations 


TS increasing social responsibilities 
of large corporations in this country 
are well recognized. Many of the annual 
reports of our leading business organiza- 
tions contain a special page or article de- 
scribing the company’s social objectives 
and the problems involved in reaching 
the desired goals. 

The Standard Oil Company (New 
Jersey) in its 1948 annual report devotes 
a full-page foreword to the subject, 
“Business Responsibilities Expand.” It 
emphasizes the fact that no business ex- 
ists in economic isolation and that there 
is such a thing as corporate citizenship. 
A few excerpts are of interest here: 


Corporate citizens have, therefore, 
come to accept many of the obliga- 
tions traditionally imposed only upon 
the individual citizen, Today, com- 
panies concern themselves with em- 
ployee and community welfare, and 
with many other activities going be- 
yond a strictly economic concept of 
business functions. 

The management of this company is 
devoting an increasing share of its 
attention to the social problems affect- 
ing its business. ... 

As we see it, the basic interest of 
the stockholder—security for his in- 
vestment and a fair return — is best 
served only if the corporation deserves 
and enjoys public confidence. Such 
confidence can be based only on recog- 
nition by people at large that their in- 
terest — the interest of society — is a 
factor in corporate action. This com- 
pany, as does every company, needs 
public confidence. . . . 

Freedom extends to all persons—in- 
cluding corporate ones — great r‘ghts 
and privileges. But with these come re- 
sponsibilities. Our constant purpose is 
to meet those responsibilities. This, to 
us, is the surest way toward preserva- 
tion of the freedom which secures our 
rights and privileges. 


Ce Etectric COMPANY ex- 
presses similar thoughts in a some- 
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what different manner in its message to 
stockholders in its recent annua] report. 
The social benefits are enumerated in de- 
tail. Portions of this message are quoted 
below: 


This annual report, the fifty-seventh 
issued by General Electric, is sub- 
mitted not only to record the company’s 
1948 operating results and its financial 
position on December 31st, but also to 
show how it carried out its responsibili- 
ties to society as a whole during the 
year just ended. Accordingly, the re- 
port contains information which should 
be of interest to all persons affected by 
the functioning of General Electric as 
a corporate enterprise and who benefit 
most when the company’s operations 
are successful — its stockholders, its 
employees, its customers, the govern- 
ment, and the public at large, 

Measured in terms of the benefits 
accruing to each of these groups as a 
result of the company’s operations in 
1948, the year was a successful one, 
perhaps the most successful year in 
General Electric’s history, as indicated 
by the following: 

Nearly 250,000 stockholders, as 
owners of the business, were the bene- 
ficiaries of the net profit earned—an 
amount larger than that earned in any 
previous year and yet one which was 
relatively low in terms of its purchas- 
ing power and lower than in average 
prewar years in relation to the volume 
of sales. 

Nearly 200,000 employees, on the 
average, were provided with steady 
work at good jobs, with excellent tools, 
equipment, and working conditions, 
and received more compensation for 
their services than ever before, 

Hundreds of thousands of custom- 
ers were furnished with all-time record 
quantities of labor-saving electrical 
products of the highest quality, at 
prices which had increased consider- 
ably less than half as much since 1940 
as had the prices of all manufactured 
products, 
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Federal, state, and local government 
agencies will collect, in the form of all 
kinds of taxes for the year, a sum near- 
ly one and one-half times the amount 
of the company’s earnings and approx- 
imately three and one-half times the 
amount paid the owners of the business 
as dividends, 

And the general public, of course, 
benefited by sharing, both directly and 
indirectly, in each of the foregoing con- 
tributions to the economic welfare of 
the nation. 


ENERAL Motors CorPorATION gives 
G a full page of its 1948 annual report 
to the same general subject. It entitles 
the page “Policy of Giving the Facts.” 
The last paragraph on that page reads, in 
part: 

Progress for an organization like 
General Motors depends importantly 
on policies having sound economic and 
social objectives. To make such policies 
fully effective they must be well under- 
stood not only by all employees but by 
the stockholders and the public gen- 
erally. 


oe ke EvLectric CorRPoRA- 
TION, in its 1948 annual report, 
puts particular stress on some of the diffi- 
culties on the horizon. The company’s 
social responsibilities are kept in mind 
throughout the report, but in the closing 
paragraphs of the message to stockhold- 
ers there is a note of cauiion. Under the 


heading “A Look Ahead,” the report 
says in part: 


At this time the company’s business 
outlook for 1949 appears to be good 
—likely to continue near the high level 
maintained in 1948, But it is clouded 
by a number of uncertainties, The gov- 
ernment’s preparedness and foreign 
aid programs may require large 
amounts of steel and other scarce ma- 
terials, resulting in continued short- 
ages for normal industrial use, On the 
other hand, these programs may call 
for sharply increased government or- 
ders, especially for aviation, electronic, 
and marine equipment. 

The greatest uncertainty of all on 
the domestic horizon springs from the 
administration’s recently announced 
program. Combining legislation re- 
strictive to industrial progress with 
vast expenditures which are not at all 
offset by governmental economies, the 
program proposes changes in the na- 
tional structure which might lay impos- 
sible burdens on both corporate and 
individual taxpayers. The tax collector 
continues to be the “x” in the business 
equation which makes it most difficult 
for management to plan or predict. 


The confusion of the times is reflected 
in each of the above statements of four 
of our leading industrial corporations. 
They emphasize willingness, desire, and 
ability to shoulder social responsibilities. 





Notes on Recent Publications 


The Government Corporation. The place of 
the government corporation in the public 
util ty industries is discussed by William M. 
Duffus of Ohio State University in an arti- 
cle in the Februarv, 1949, issue of Land 
Economics. The publication is a quarterly 
journal of planning, housing, and public 

li d printed by the Uni- 

vers isconsin, Ster/ing Hall, Madison 

6, Wiscon The article is a_ scholarly 

treatment of the subiect containing cons‘d- 

erable informa 

Valley Authority. It emphasizes that the 

government corporation is only one of sev- 

eral choices as an agency for the administra- 
tion of government-owned public utility en- 
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utilities prepared an 


\ 


terprises. Pointed out is the fact that the 
Bonneville Power Administration is a non- 
corporate agency of the Federal government 
and it appears to be as firmly established as 
the incorporated Tennessee Valley Author- 
ity. Immediately following the Duffus 
paper is a discussion of related thoughts 
presented by Paul J. Raver, Administrator 
of Bonneville Power Administration, Mr. 
Raver explains some improvements he would 
like to see in the Bonneville organization. 
However, he claims that the desired ends can 
be achieved by Congress w'th minor amend 
ments to existing law without necessarily 
taking the formal step of setting up Bonne- 
ville Power Administration as a corporation. 
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The March of 
Events 


In General 


Canadian Firm to Build Pipe 
Line 
C= in Canada of a new com- 
pany, Westcoast Transmission Co., 
Ltd., to build and operate the Canadian 
section of a 1,400-mile natural gas pipe 
line from northern Alberta to Vancouver, 
and southward through Washington and 
Oregon to northern California, was an- 
nounced in New York last month by 
Frank McMahon, president of Pacific 
Petroleums, Ltd. 

The new line, to be laid with 30-inch 
pipe, is expected to cost about $175,000,- 
000. Financing for the project will be 
handled by Eastman, Dillon & Co., who 
are associated with Mr. McMahon, 
Pacific Petroleums, and Sunray Oil Cor- 
poration in the project. 

Plans called for the formation of an 
American company to handle construc- 
tion and operation of that part of the line 


in the United States, and application 
would be made to the Federal Power 
Commission for authority. 


Truman Gets Atom Report 


EMBERS of the Atomic Energy Com- 

mission called at the White House 

recently to give President Truman a 
“highly confidential” report. 

“It is a report I can’t talk about,” 
David E. Lilienthal, commission chair- 
man, told reporters as he and his col- 
leagues left the President’s office. Asked 
if another weapons test was planned, he 
said he could not comment. 

Mr. Lilienthal did say, however, that 
he and the other commissioners dis- 
cussed advances in power development 
with the President, predicting that the 
first power-producing nuclear reactor 
will be in operation in four and one-half 
years. 


California 


More Power Needed to Ease 
Idleness 


Oye needs more electric power 
to promote industrial jobs for a 
half-million unemployed and most of the 
power must be developed by public 
agencies, Governor Warren said recent- 
ly. Warren spoke before the first far 
western conference of the American 
Public Power Association meeting in 
Los Angeles. 

Most of the hydroelectric energy gen- 
erated in the future, he said, must be 
from river basin development, because 
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suitable sites for upstream run-of-the- 
river hydro systems are practically all de- 
veloped and further expansion is limited. 

The governor said no private utility 
has either the means, the jurisdiction, or 
the urge to do such a job. No private in- 
terests, he went on, could integrate these 
functions. Only public agencies, acting 
in codperation where jurisdictional lines 
are transcended, can do such a job, he 
added. 

As an outstanding example of Federal- 
state codperation, he cited the Central 
Valley project, which is developing the 
Sacramento and San Joaquin river 
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basins. He said the future of the Central 
valley and of all of California is wrapped 
up in that project. 

He said he has no prejudice against 
the development of power through pri- 
vate enterprise. He expressed great ad- 
miration for the accomplishments of 
both of the great private power utilities 
of the state. But large blocks of power 
that remain to be developed in the state 
must of necessity come from multiple- 
purpose projects that can only be de- 
veloped by the public, he said, 


Fails to Act on Utility Bills 


_ which would have permitted the 

issuance of revenue bonds after a 
vote by the people, for the improvement 
of municipal water systems has been 
blocked by the state assembly’s public 
utilities and corporations committee. 

The committee, at a recent meeting, 
also failed to act on AB 2471, Lewis, 
which would have required the Pacific 
Gas and Electric Company to rent its 
power transmission lines to the United 
States Bureau of Reclamation and would 
have outlawed the power company’s 
stand-by service charge to farmers, 

Senator Earl D. Desmond of Sacra- 
mento county is author of the measure, 
SB 851, which would have facilitated the 
expansion of municipal water systems. 
The bill had been passed unanimously in 
the senate. 

A parade of farmers appeared before 
the committee asking for the ban of the 
stand-by electric service charge against 
farmers. Assemblyman Lewis said 
farmers for years have been paying the 
demand charge in the belief it was a pro- 
tection to them, a guaranty of service. 

George Sehlmeyer of Sacramento, 
master of the California State Grange, 
was among witnesses supporting the pro- 


vision of the bill which would have re- 
quired the PG&E to rent its distribution 
lines to the Reclamation Bureau for 
wheeling Shasta dam power to public 
agencies. He pointed out the company 
controls all distribution lines in the 
northern part of the state. 

Robert H. Gerdes, attorney for PG&E, 
appeared in opposition to the bill. He 
said the Lewis Bill would require the 
power company to turn over its trans- 
mission facilities to the bureau to enable 
the Federal government to sell power to 
the company’s own customers. 


Gas Rate Rise Asked 


Leadon oy CaLirornia Gas CoMPANY 
recently filed with the state public util- 
ities commission a petition for an average 
19 per cent increase in the rate for natural 
gas to domestic and commercial consum- 
ers. 

The increase, if granted, would aver- 
age 75 cents a month on billings to about 
1,000,000 meters. Increased wages, costs 
of operation, and higher prices paid for 
gas are cited as reasons for the requested 
rise. 


FEPC Bill Halted 


ACIAL tolerance must be achieved 
through education and not legisla- 
tion, Frank Daugherty, Los Angeles at- 
torney, told a state assembly committee 
recently, 

After hearing him and a group of 
others who favored the legislative 
method, the assembly governmental effi- 
ciency committee voted to keep the 
FEPC Bill in committee. 

The bill, AB 2037, proposed to set up 
a commission which would be the vehicle 
to administer a law that would make 
racial discrimination in employment 
practices a penal offense. 


Colorado 


Company Offers Use of Lines 
COMPROMISE suggested by the Public 
Service Company of Colorado 
opened a possible way recently for settle- 
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ment of long-standing objections to the 
U. S. Bureau of Reclamation’s building 
of power transmission lines, 

The company, offering to deliver pow- 
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er over its own lines to public power cus- 
tomers, said it was in the interests of 
economy for the Colorado-Big Thomp- 
son project. A company booklet said its 
proposal would both avoid duplication of 
lines and eliminate line construction 
asked for by the bureau, 

The bureau’s 1950 appropriation re- 
quest included $661,000 toward an esti- 
mated total cost of $1,996,200 to build 
a loop interconnecting Greeley, Fort Col- 
lins, Longmont, and Loveland with the 
Valmont Public Service plant and the 
planned Flatiron bureau plant. These, 
and a Greeley-Brighton line to cost $989,- 
531, are “duplicating and unnecessary,” 
the company argued, 


The bureau estimates a line from Estes 
Park to Valmont will cost $432,500. The 
company offered to build this connection 
at its own expense, 

By using existing lines and relying on 
the company to build the additional line 
needed, the company estimated the net 
savings to the project would be $2,625,- 
731, and at the same time the annual in- 
come available for amortization of the 
project would increase $166,287. 

The company offered to deliver public 
power, “firmed up” by the company’s 
steam generation, to the municipalities 
and cooperatives which are preference 
customers. Its service charge proposal 
is 1} mills per kilowatt hour. 


Delaware 


Senate Passes Commission Bill 


A= calling for a 3-member public 
service commission to supervise 
and regulate all public utilities through- 
out the state and a measure calling for 
creation of a state department of pur- 
chasing were among five bills passed by 
the senate on May 12th. The utilities 
commission bill, sponsored by Senator 
William O, Cubbage (Democrat, Wyo- 
ming), passed by a vote of 13 to 4. 

An effort by Senator John E, Reilly, 


Sr. (Democrat, Wilmington), to amend 
the bill by eliminating taxicabs from the 
list of utilities was defeated by a vote of 
12 to 5. Senator Reilly also was unsuc- 
cessful in a motion to defer action on the 
bill. 

The measure calls for appointment by 
the governor of three men, not more than 
two of whom shall be of the same political 
party, and one of whom shall be desig- 
nated by the governor as chairman. Each 
of the members is to receive $4,500 an- 
nually, 


Florida 


Unfavorable Action on Utility 
Tax 


TT? budget and finance committee of 
the Jacksonville city council recently 
acted unfavorably on a bill presented by 
Councilman Joseph G. Kennelly, Jr., to 


repeal the 10 per cent utilities tax on 
June Ist. 

The laws and rules committee in an- 
other action voted against passage of an- 
other Kennelly bill to remove control of 
traffic lights from the hands of the coun- 
cil, 


Illinois 


Pension Ruling Effective 


? | ‘uE Chicago Transit Authority was 
instructed last month by an arbitra- 
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tion board to put into effect a new pen- 
sion system which provides substantially 
increased benefits for the authority’s 22,- 
000 workers. 
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The findings of the 3-man board, by 
advance agreement, are binding on both 
the CTA and its workers. The order 
specified payments into the pension fund 
which are to be made by both the 
authority and its workers during the next 
three years. Then the pension system is 
to be reconsidered in the light of experi- 
ence during this period. 


The development, it appeared, will in- 
crease pension costs of the company by 
about $5,625,000 during the three years, 
or an average of about $1,875,000 a year, 
The contributions by employees to the 
pension fund, it appeared, will be in- 
creased by about $1,500,000 during the 
three years, or approximately $500,000 a 
year. 


Indiana 


Mayor Opposes Light Bill Hike 


Ms Al Feeney denounced a pro- 
posed increase of $92,000 in the 
city’s annual light bill recently, after the 
Indianapolis Power & Light Company 
submitted a bid calling for the 23 per 
cent boost. 

The utility gave the bid to the board of 
public works on May 12:h, offering a 5- 


or 10-year contract at the citv’s option. 
It proposed a flat rate of $486,543 for 
street lighting, almost $92,000 more than 
the present contract, which expires Octo- 
ber 10th. 

Dan C, Hess, utility vice president, 
cited increased operating costs as forcing 
the request for a rate boost. As an ex- 
ample, he said the utility’s labor cosis 
have increased 128 per cent since 1925. 


> 
Kentucky 


Utility Asks Higher Rates 


a By Kentucky & West Virginia Pow- 
er Company, Ashland, urged the 
state public service commission recently 
to approve a $306,000-a-year rate in- 
crease for industrial customers. The 


company declared its labor and equip- 
ment costs make the increase imperative 
to maintain a fair return, 

But opponents of the increase con- 
tended costs have gone down. 

The commission took the issue ad- 
visement, 


Massachusetts 


Study by Recess Commission 
Recommended 


oo by a recess commission was the 
recommendation of the legislative 
committee on power and light recently, 
on two identical petitions to authorize 
the Holyoke Gas & Electric Department 


to receive a Federal license to develop the 
Connecticut river at Holyoke for hydro- 
electric energy. 

The subject would be given to the same 
recess commission which wil] study the 
general subject of hydroelectric develop- 
ment in the state, and also the proposal to 
pipe natural gas into Massachusetts. 


had 
Michigan 
quest that the state public service com- 
mission be stopped from holding hear- 


ings in a $20,000,000 annual rate increase 
application by Michigan Bell. 
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City Loses Plea 


ircuIT Judge Louis E. Coash last 
month denied a city of Detroit re- 
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The city contended that the commis- 
sion had no authority to hear the case 
while a 1945 order reducing Bell rates 
was still pending on appeal. 


Coash ruled he had no authority to in- 
terfere with the commission’s rate cases 
and that the only function of the court 
was to review commission decisions. 


Missouri 


Loses Tax Appeal 

T= state supreme court on May 9th 
ruled that Union Electric Company 
of Missouri is subject to taxes levied by 
the St. Louis County Library District for 

support of a free county library. 
Division No. 2 of the supreme court 
last March affirmed a ruling of St. Louis 
County Circuit Court that Union Elec- 
tric must pay the tax, 10 cents on the 
$100 assessed valuation, on its so-called 


distributable property in the library dis- 
trict. The case was transferred for re- 
hearing by the supreme court en banc, 
which last month adopted the original 
opinion of Division No, 2 upholding the 
tax, 

The test case against Union Electric, 
involving a tax bill of $18,956, also set- 
tled validity of the tax as to other utility 
companies and railroads with property in 
the district. 


Nebraska 


District Legislation Voted Out 


ey sought by rural electrifica- 
tion districts finally was voted out 
of the state legislature last month by a 
vote of 19 io 17, 

The bill would allow five or more dis- 
tricts to form a public power system to 
generate and transmit electricity. 

Senator Willard Wilson, Holdrege, 
had earlier cleared the way for committee 
action, 

In the absence of Chairman Otto 
Prohs, Gering, he used a legislative rule 
which provides that two members of a 
committee may cali a meeting, with the 
consent of the legislature. 

Senator Prohs had said that he would 
not call a meeting because the committee 
had deadlocked several times on the bill 


and its backers could vote it out of the 
committee by a ballot on the floor. 


Utility Sale Completed 


lee Iowa Power & Light Company 
of Des Moines recently completed 
its purchase of the Western Iowa Power 
Company, a utility serving Council 
Bluffs, Iowa, and adjoining areas. 

The stock of Western lowa Power had 
been held in trust for the Omaha Public 
Power District by the Omaha Electric 
Committee, Inc. 

For selling Iowa properties, the power 
district received $3,430,000, plus $57,552, 
representing bond interest. The district 
also will receive Western Iowa Power’s 
earnings from October 1, 1948, to May 
13th, 


New Ham pshire 


New Hampshire Gas & Electric Com- 
pany resulted recently when the state 
public service commission approved a 
temporary rate increase for the utility. 


Temporary Rate Increase 
Approved 


6} PER CENT increase in the electric 
bills of the 17,000 customers of the 


813 


Portsmouth, 
JUNE 9, 1949 


The firm serves the 





PUBLIC UTILITIES FORTNIGHTLY 


Derry, Newmarket, and Jaffrey areas. 

In granting a temporary hike of $140,- 
000 a year, the commission warned the 
company to use the added revenue to 
streamline operations of the firm. The 
commission noted that the utility now 
charges rates that are high when com- 
pared with those of other utilities of the 


state and that the new money must be 
used to obtain more efficient operation so 
rates may be decreased. 

The utility had asked for a permanent 
yearly increase of $140,000. The new 
rate schedule became effective May lst 
and will be terminated next December 
31st. 


New York 


Toll Rate Rise Sought 


y P= New York Telephone Company 
recently asked the state public serv- 
ice commission to grant a temporary 10 
per cent increase in intrastate toll charges, 

Such a rise is calculated to give the 
company $5,800,000 additional gross rev- 
enue on an annual basis. The company 
previously had requested a temporary 10 
per cent increase on local service charges. 

The request for a temporary rise in 
intrastate toll charges was submitted by 
Don L. Stevens, assistant vice president, 
as the commission resumed hearings on 
May 9th on the company’s petition for a 
15 per cent permanent increase in toll and 
service charges, estimated to yield $49,- 
000,000 annually. 

On November 16th, when the com- 
pany filed its original petition for the 
permanent increase, it asked a 10 per cent 
temporary increase on local service 
charges to yield additional revenue esti- 
mated at $25,000,000 on an annual basis. 

Mr. Stevens said that the higher 
temporary toll charges sought were in ad- 
dition to the temporary increase in serv- 
ice charges applied for earlier. He ex- 
plained that they were requested because 


the other temporary increase had not been 
granted. 


Company Lays Loss to 
Commission 


‘a Third Avenue Transit Corpora- 
tion recently criticized the state pub- 
lic service commission for a policy of 
“too little, too late” in dealing with ap- 
plications for fare increases. 

James Hodes, president of the line, 
charged in his annual report for 1948 
that the “sole reason” for a loss of $2,- 
651,060 in last year’s operations was the 
delay in receiving a fare increase to offset 
wage rises of $2,000,000. 

The effect of delayed commission aé- 
tion on the service to be rendered to a 
community by a franchise holder and the 
problem of labor-management relations 
must be “forcefully brought” to the at- 
tention of public regulatory bodies hav- 
ing supervisory powers over company 
operations, he said, 

Mr. Hodes hailed Mayor O’ Dwyer for 
“smashing the ideology of the 5-cent 
fare.” He said elimination of that fare 
rate “paved the way for a realistic ap- 
proach to the problem of transportation.” 


7 
Ohio 


Committee Kills Belt Carrier 


opes for a 130-mile $210,000,000 

belt line to carry coal and iron ore 

more cheaply between Lake Erie and the 
Ohio river were shattered last month. 

The house commerce and transporta- 
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tion committee voted 12 to 4 to kill the 
“rubber railroad” bill by indefinite post- 
ponement. A committee member said 
Governor Frank J. Lausche had asked 
“in so many words” for the committee to 
recommend passage of the measure. 
The vote came after prolonged hear- 
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ings at which railroads and their brother- 
hoods voiced bitter opposition. Top- 
flight lobbyists said approval of the con- 
veyor belt line would cut rail business and 
cost them thousands of jobs. They 
whipped up opposition throughout the 
state. Numerous cities and organizations 
adopted resolutions against the belt line. 

The bill would have granted public 
utility status to the belt line, which would 
have permitted it to condemn and buy 
land for a Lorain-East Liverpool right 


of way. Spurs would have served Cleve- 
land and Youngstown steel mills and coal 
users, 

The proposed system took a second 
beating in the state legislature on May 
11th when the senate judiciary committee 
refused to recommend for passage a bill 
to give the conveyor belt companies the 
right of eminent domain to acquire rights 
of way. It appeared doubtful that any 
further action would be taken in this ses- 
sion of the legislature. 


Pennsylvania 


Rate Protest Filed 
TS West Shore Business Men’s As- 


sociation recently filed a written pro- 
test with the state public utility commis- 
sion against the proposed rate increase 
scheduled for June 22nd by the Penn- 
sylvania Power & Light Company. 


H. B, Baker, president of the associa- 
tion, said the letter called on the commis- 
sion to institute an inquiry to show why 
the increase should be granted at a time 
when company earnings show a steady 
increase and the trend in prices in all 
other lines is downward. 


South Carolina 


Rate Study Authorized 


T3 city of Columbia recently ap- 
proved the employment of D. W. 
Robinson to make a study of the domestic 
rates for electric energy and gas sold in 
Columbia. Mr. Robinson will present his 
facts to the city council, which, if it is 
found necessary, will take steps toward 
an investigation in view of asking for 
rate reductions. 

In spite of an explanation by President 
S. C. McMeekin on the South Carolina 
Electric & Gas Company’s increased 


rates, council approved the move at the 
insistence of Councilman Sam B. Dough- 
ton. Mr. Doughton had introduced the 
proposal late in April and insisted on 
council’s vote last month. 

In explanation of the increased gas and 
electric rates for the city, Mr. McMeekin 
told the council that the company found 
itself confronted with increased fuel, la- 
bor, and other material costs through the 
war period. He assured the council of 
full codperation of the company and in 
opening its books. 


Texas 


Mayor Runs Utility Men off Job 


ARLAND’S mayor personally ran a 
10-man Texas Power & Light 
Company crew off the job recently in the 
latest skirmish of the town’s fight to keep 
the power company from building a line 
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in a new addition now served by the 
municipal light plant. 

Just three days earlier, Judge Sarah 
T, Hughes had told the power company 
not to sink any more poles there without 
getting a permit from the town govern- 
ment. 
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Albert Young, TP&IL’s Garland man- 
ager, said the crew was taking down 
equipment, not putting it up. 

The utility and Garland started having 
their troubles in early March. The pow- 
er company sent a 100-man crew into 
Freeman Heights addition and set up 90 


power-line poles. A day later, Garland 
stopped them with a temporary court 
order. 

Then, on March 28th, the town council 
passed an ordinance requiring the power 
company to get a permit before putting 
up poles in the city limits. 


Washington 


Study of Power Purchase Slated 


| igoscamgee representing Seattle, Ta- 
coma, and the public utility districts 
recently were charged with responsibility 
for determining the best plan, on a tech- 
nical basis, for the public agencies to fol- 
low in acquiring Puget Sound Power & 
Light Company properties. 

One issue referred to the engineers 
was whether the company generating 
system should be maintained as a unit, or 
divided among the two cities and the 
various PUD’s. If the engineers believe 
a division of facilities is practical, they 
will be asked to designate which plant 
should go to which agency. 

Mayor William F. Devin of Seattle, 
reporting on a conference of city and 
PUD representatives held in his offices 
recently, said legal and financial aspects 
of the proposed Puget Sound Power & 
Light purchase would have to be consid- 


ered after the engineers make their re- 
rt, 

E. R. Hoffman and J. Frank Ward, 
city light superintendents of Seattle and 
Tacoma, wi.l represent their respective 
cities in the technical conferences. R. W. 
Beck probably will represent the PUD’s, 

L. J. Richardson, president of ‘the 
Washington Public Utility Commission- 
ers’ Association, said the state utility dis- 
tricts hope to purchase the system as a 
whole soon after June 10th, which is the 
effective date of legislation permitting 
joint acquisition of private power facili- 
ties by the districts. 

Richardson said the utility company 


,had agreed that purchase of the whole 


system would be preferable to its piece- 
meal acquisition. He also promised that 
the cities of Seattle and Tacoma, which 
hope to buy some of Puget Sound’s fa- 
cilities, would be guaranteed “their fair 
percentage of private generation. 


Wisconsin 


Municipal Rate Ordered 
Reduced 


EDFORD’S municipally owned elec- 
tric utility received a jolt recently. 
It had asked the state public service com- 
mission to permit a rate increase. The 
commission instead ordered a cut of $11,- 
976 to users in Medford and near-by 
Tavlor county towns, 
The commission found existing rev- 
enues to be excessive. 
An investigation by the commission 
revealed that the company, which serves 
1,500 customers, would make $26,307 in 
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1949 under the existing rate structure. A 
fair profit, the commission said, would be 
$13,800. The fair return is calculated 
on a 6 per cent return on the company’s 
book value of $230,000. 

The company, which purchases all of 
its power from the Lake Superior Dis- 
trict Power Company, Ashland, had 
asked the commission to increase rates 
for large power customers and for water 
heating. 

The commission granted these rate 
increases, totaling $5,310 and then re- 
duced charges for other types of service 
a total of $17,286. 
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High Costs Offset Arguments for Underground 
Construction of Electric Lines 


Te Boston Edison Company was 
authorized by the Massachusetts 
Department of Public Utilities to con- 
struct an overhead transmission line 
through several towns where local ob- 
jectors sought to force underground 
construction. The cost of overhead con- 
struction was estimated at $839,700 in 
contrast to $1,792,924 for underground 
construction, resulting in an additional 
expense for underground lines amount- 
ing to $933,224. 

The department believed that the effect 
of its order on the entire territory of the 
company and its customers should be 
considered, and the burden upon cus- 
tomers outside of the towns involved was 
an impo-tant factor. That some aesthetic 
damage might result from the construc- 
tion of a transmission line was said to 
be lamentable, but inevitable. The good 
of the public of the commonwealth at 
large must supersede the understandable 
and commendatory desire of the people 


3 


in these towns to preserve their com- 
munities from invasion by a major high 
tens’on transmission line. 

The department said that although 
these lines were not desirable additions 
to a lovely countryside, they were not 
such a major blemish as was contended 
by the opponents. The area in question 
was not entitled to consideration superior 
to that of many other sections. The de- 
partment continued : 


We do not believe that it is fair to 
ask the customers in the other towns 
served by the Boston Edison Company, 
some of which towns now have over- 
head lines running through them and 
may have claims to scenic beauty at 
least approaching that of the towns 
opposing this overhead construction, to 
bear the additional costs involved in 
such unusual and special underground 
construction. 


Re Boston Edison Co. (DPU 8272). 


Underground Electric Lines Not Required 
For Public Safety 


Ta Long Island Lighting Company, 
which has been engaged in litigation 
with the village of Old Brookville over 
the question of underground line con- 
struction, asked the New York commis- 
sion to determine whether certain facili- 
ties should be constructed underground 
or overhead. The commission decided 
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that no affirmative action was indicated, 
as public safety did not require an 
order. 

It was said to be unquestioned that 
the commission has jurisdiction, in the 
interest of public safety, to require a 
company to place transmission or dis- 
tribution lines underground. The com- 
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mission commented that objections are 
frequently made to power installations 
for purely aesthetic reasons, but that this 
is not an element which the commission 
may consider. 

The company had argued the question 
of excessive cost. The commission said 
that the consideration of cost is not ma- 
terial if public safety requires a different 
type of installation. If, however, it is 
necessary to use a more expensive type 
of installation than is required in the in- 


terest of public safety, the extra cost 
should be borne by those who have caused 
it. Commissioner Arkwright, concurring 
in the decision to take no action, said that 
the right of the municipality to impose 
conditions in granting its consent to con- 
struction of electric lines had been sus- 
tained by the courts, and the village had 
issued no consent. Therefore, he said, 
the findings made by the commission 
were hypothetical and unnecessary. Re 


Long Island Lighting Co. (Case 14142). 


e 


Electric Companies Authorized to Merge 


ta New York commission author- 
ized the New York Power & Light 
Corporation to acquire all of the capital 
stock of the Ticonderoga Electric Light 
& Power Company and to merge the 
latter company. The New York Power 
& Light Corporation furnished all of 
the electricity used by the Ticonderoga 
Company in its distribution system. The 
service area of the company being pur- 
chased was completely surrounded by the 
territory served by the other company. 
The commission found that the ac- 
quisition would result in lower rates for 
the customers of the company being ac- 
quired. It would also save the purchas- 


ing corporation considerable sums in 
capital expenditures and would result in 
better prospective service for customers 
of both companies. The merger would 
result in minor savings in accounting and 
simplification of corporate structure. 
The purchase price was in excess of 
the adjusted value of the stock, but the 
purchase was a transaction at arm’s 
length. The commission found that the 
price was not so excessive as to require 
disapproval. It did require, however, that 
the excess over book value should be 
charged to the Earned Surplus account 
of the acquiring company. Re New York 
Power & Light Corp. (Case 13847). 


e 


Federal Court Must Settle Claims to Fund 
Accumulated in Rate Case 


HE Supreme Court reversed the 
decision of the United States Circuit 
Court of Appeals in Interstate Nat. Gas 
Co. v. Federal Power Commission 
(1948) 73 PUR NS 149, 166 F2d 796, 
relating to distribution of funds deposit- 
ed while a rate order was being reviewed. 
The lower court had ruled that it could 
only order distribution to three pipe-line 
companies which had been overcharged 
by Interstate Natural Gas Company, Inc., 
while awaiting the outcome of its appeal. 
The Supreme Court judges did not 
agree as to how the lower court should 
distribute the funds. Four different 
opinions were written. 
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Justice Douglas distinguished the de- 
cision in Central States Co, v. Muscatine 
(1945) 324 US 138, 57 PUR NS 81, 
because in the present case the distribut- 
ing companies claiming the fund created 
from their payments of excessive rates 
were subject to the jurisdiction of the 
Federal Power Commission. He aid 
that their claims were, therefore, deter- 
minable solely with reference to Federal 
law. 

The aim of the Natural Gas Act, he 
said, was to protect ultimate consumers 
from excessive charges, and it was the 
duty of the court to look beyond those 
companies for the rightful claimants. 
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PROGRESS OF REGULATION 


Justices Jackson and Burton joined in 
the “judgment and the opinion” of Jus- 
tice Douglas, agreeing with much but not 
all of that opinion. They did not see how 
a Federal court could derive from the 
Natural Gas Act any greater power to 
enter the local field with refunds than 
the Power Commission had to enter it for 
rate making. 

Companies purchasing gas from the 
three companies mentioned were operat- 
ing in eight states and were subject to 
local rate regulation. Direct sales to in- 
dustrial consumers were also involved. 

Justice Frankfurter, “agreeing in sub- 
stance” with Justice Douglas’ opinion, 
said that the judicial duty was to deal 
fairly with a trust fund to the end that 
it might be distributed on the basis of 
what would have taken place had the 
commission’s order.gone into effect at 
once. He said the court of appeals should 
ask the commission for an advisory re- 
port as to what the commission might 


have determined had it, in the original 
proceeding for the reduction of rates of 
Interstate, exercised its power to bring in 
all the parties. 

Justice Black, joined by Justices 
Murphy and Rutledge, concurred in part 
and dissented in part. He concurred in 
reversal of the judgment but dissented 
from directions given the lower court for 
disposition of the impounded funds, He 
saw little assurance that the fund’s 
remnant at the end of the litigation could 
ever reach the consumers who were, in 
his judgment, the equitable and legal 
beneficiaries of the funds. 

Although distribution of the fund to 
consumers would be a “tedious, onerous, 
and perhaps expensive burden on the 
court and the consumers,” such a burden 
was said to be one of the prices to be 
paid for the practice of judicial suspen- 
sion of rate orders. Federal Power 
Commission et al. v. Interstate Natural 
Gas Co., Inc., et al. 


e 


Commission Declines to Fix Rates Forcing 


Municipal Plant to Buy Power 


Te New York commission, in an 
investigation of rates to be charged 
by the village of Penn Yan for service 
supplied by its electric plant, was faced 
with the question whether rates should 
be fixed on the basis of the existing plant 
and equipment of the village or whether 
they should be based upon the ability of 
the village to buy energy from outside 
sources. 

Commissioner Eddy, delivering the 
commission’s opinion, said: 


The practical result of our fixing 
rates upon the basis of purchasing 
energy from outside sources would be 
to compel the village either to abandon 
its plant or raise its operating deficit 
through taxation. In our opinion the 
question as to whether the village 
should continue to operate its plant, or 
possibly build a new plant, or buy en- 
ergy from outside sources is primarily 
a question for the responsible munici- 
pal officers selected by the people of the 


municipality to determine. In this case 
we do not feel it within our province 
to take a position which would compel 
a municipality to abandon a municipal 
enterprise. 

In view of the proof before us, we 
feel the rates should be fixed upon a 
basis which will substantially cause the 
enterprise to break even. 


This plant has been operated under 
rates which provided no return on the 
investment but were, in fact, noncom- 
pensatory. The plant has now reached 
the point where, coupled with increased 
operating expenses, the deficit has mount- 
ed to a point that reserves, built up in the 
past, will be speedily exhausted unless 
rates are put upon a compensatory basis. 

Evidence indicated that if the village 
would buy its entire power requirement 
from the New York State Electric & Gas 
Company and abandon its present gen- 
erating plant, a considerable saving 
would be effected. 
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It was noted, however, that although 
there would be a saving for customers 
because of lower operating costs, so far 
as the village itself was concerned there 
would be a loss from abandonment of the 


& 


plant. If it chose to keep the plant as 
stand-by equipment, the village of Penn 
Yan still would be faced with deprecia- 
tion charges. Re Village of Penn Yan 
(Case 13420). 


Temporary Electric Rate Increase Authorized 


mAN electric company was authorized by 

the Maryland commission to make 
effective a temporary rate increase pend- 
ing the establishment of permanent rates 
where the company’s actual rate of return 
was only 4.66 per cent. The commission 
has approved rates of 54 to 6 per cent for 
electric companies. It held that a com- 
pany is entitled to a temporary rate in- 
crease if its actual] return is less than rea- 
sonable and the rate hearing will take 
more than ninety days. 

The commission observed that this 
utility serves directly or indirectly every 
member of the public. Its electricity 
lights the homes and operates numerous 
appliances and household articles. It fur- 
nishes the current to light the streets, to 
operate electric cars, to turn the wheels 
of industry. Any service interruption 
causes a hardship upon some, and, there- 
fore, the company must be prepared to 
meet all emergencies. This can be done 
only if the company is allowed to earn 
an adequate return sufficient to enable it 
to get the capital it needs. 

The commission observed that without 
the assurance that the company can earn 
a fair return, the investing public will not 
purchase its securities, whether they be 
stocks or bonds. It said that the amount 


the public utilities are allowed to earn is 
limited to a fair return. They have no 
way to recoup when earnings are inade- 
quate. They cannot amass, out of earn- 
ings, capital with which to make large 
expenditures for plant additions. That, 
the commission said, must come from 
places other than earnings and cannot be 
secured when the rate of return is insuffi- 
cient to attract capital. This company had 
neither a parent nor a subsidiary upon 
which it could call for needed money; 
money could come only from the invest- 
ing public. 

The company was anticipating capital 
expenditures for the next four years. All 
of these were deemed necessary for the 
company to fulfill its service obligations. 
New capital was required. The commis- 
sion believed that the capital needed could 
only come from the sale of common 
stock, preferred stock, or bonds. 

The proposed rates would result in a 
return of 5.97 per cent. The commission 
held that since that would fall within the 
range of reasonableness previously es- 
tablished by it and would preserve the 
present relationship between schedules, 
they should be approved. Re Consoli- 
dated Gas E. L. & Power Co. (Case No. 
4979, Order No. 45940). 


& 


Amcrtization of Cost of Conversion 


To Natural Gas 


geo p which had converted from 

mixed gas to straight natural gas 
was permitted by the New York com- 
mission to amortize the cost over a 5-year 
period. This involved expenditures for 
conversion of customers’ appliances and 
also “unprovided for retirement loss’ 
upon the coal gas plant. 
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These expenditures would not have 
been required if mixed gas had been con- 
tinued. Benefits from the change to 
straight natural gas greatly exceeded the 
cost. 

The conclusion might be drawn, said 
the commission, that the benefits of con- 
version were chiefly realized after the 
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final change to straight natural gas, and, 
therefore, that the amortization period 
should not start until this change was 
made. The commission believed, how- 
ever, that too meticulous a date line 
should not be drawn. An intermediate 
change was part of the general program 
for conversion as soon as conditions 
would allow this to be done. The amor- 
tization period was, therefore, fixed to 
begin at the time of the changeover. 


7 


Earlier the commission had permitted 
a revision of rates, subject to refund if 
they produced too high a return. The 
commission computed the return, after 
allowing for the amortization, at 7 per 
cent and decided that this was too high. 
Refunds were ordered on a basis which 
allowed for 5.68 per cent return on aver- 
age depreciated plant plus working 
capital. Re Central New York Power 
Corp. (Cases 12323, 12845). 


Creation of County Utility Commission 
Upheld by Florida Supreme Court 


A= court decision in favor of the 

constitutionality of the law creat- 
ing a county utility commiss‘on, in Flor- 
ida Power Corp. v. Pinellas Utility 
Board (1948) 75 PUR NS 232, has been 
affirmed by the Florida Supreme Court. 
The Florida Power Corporation had at- 
tacked the law on thirteen grounds, all 
of which have been rejected. 

This law created the Pinellas Utility 
Board, prescribed its powers and duties, 
provided for the regulation of electric 
service in the county, authorized the em- 
ployment of attorneys and experts, and 
laid down rules for regulation. The com- 
pany Operates not only in Pinellas county 
but elsewhere. 

The court decided that there was no 
unlawful provision for expenditure of 
county tax money for an object which 
Was not a proper county purpose and 
that there was not imposed upon the 
county the tax expense of an object 
which was primarily (or even mutually ) 
a state function and purpose. Another 
rejected contention was that the law 
created an unreasonable and discrimina- 
tory classification, operating as a denial 
of equal protection. 

Florida is a sovereign state, said the 
court, and it possesses the constitutional 
power to regulate rates. The company, in 
accepting its charter, did so with full 
knowledge of all applicable statutes and 
constitutional provisions. 

Objections to inadequate statutory 
provisions as to notice and hearings on 


regulations were overruled with the 
statement that such regulations had not 
been promulgated. 

No fault was found with the fact that 
a provision as to bonds in injunction 
suits to restrain rate orders was not 
mentioned in the title of the statute. The 
title of an act, said the court, need not 
attempt to index the contents of the act. 
This was also said to be a matter to be 
met when the point became material ; it 
was presently moot. It was also said to 
be unnecessary to pass upon questions 
“prematurely presented” as to ‘filling 
vacancies on the board. 

The question was raised whether the 
legislature, in delegating power to the 
board to fix rates and give the utility a 
return of at least 6 per cent on its invest- 
ment, established with certainty a rea- 
sonable standard. The court said that the 
legislature has power to delegate author- 
ity to adopt reasonable rules, and the 
rules are subject to review by the courts. 

Commenting on constitutional objec- 
tions, the court said that each generation 
should possess the right to construe or 
interpret its Constitution in the light of 
daily needs in a complex society rather 
than in the light of now obsolete condi- 
tions and circumstances of the past. It 
is unjust “to chain modern society to the 
views and opinions of eminent jurists of 
former generations not acquainted with 
our present-day problems.” Florida 
Power Corp. v. Pinellas Utility Board 
et al. 
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New Construction and Pensions Raise 
Questions in Rate Inquiry 


ig Be New York commission permit- 
ted a water company to surcharge 
all bills 2 per cent to provide increased 
revenue, pending action on the com- 
pany’s application for a permanent rate 
increase. The company showed that cer- 
tain increased costs would be definitely 
experienced in the coming year without a 
corresponding increase in revenue. 

The commission considered it unneces- 
sary to discuss the company’s proposed 
construction expenditures for the pur- 
pose of fixing interim rates. It was not 
sure just what part of the construction 
program would be carried out or when 
it would be completed. In any event, the 
commission said, rates cannot be based 
upon the estimated cost of property 
which may be constructed. It did say, 
however, that when the company has con- 
structed the property necessary to pro- 
vide adequate service, it will be entitled 
to additional rates to provide for main- 
tenance, depreciation, taxes, and return 
on such additional investment. 

A booster station which was not being 
used because the company had inade- 
quate storage to make it usable was not 
considered in fixing rates. Incidental use 


e 


of a facility which might be useful did 
not make it used in the public service. 

The company showed that property 
which was built under construction loan 
contracts was included in the cost of wa- 
ter plant in service. It also showed that 
the amounts shown as balances in account 
Customers’ Advances for Construction 
were received from customers or real 
estate operators who had requested ex- 
tension of facilities. No interest was paid 
by the company on these advances. The 
amounts were subject to refund, but the 
amounts shown were the unrefunded 
balances. The commission ruled that 
these amounts should be deducted from 
the rate base. 

A question was raised as to pension 
expense. The company had no estab- 
lished policy covering the payment of 
pensions, and it was entirely within the 
discretion of the board of directors to 
grant or deny a pension to any particular 
employee. The commission held that this 
pension plan did not create a contractual 
obligation and the cost could not be rec- 
ognized as an operating expense. Re 
Western New York Water Co. (Case 
14061). 


Hotel’s Collection Commission Not a ‘‘Rate’’ 


os complaint of a hotel and a hotel 
association against a telephone com- 
pany’s change in a commission arrange- 
ment for the collection of charges for the 
use of hotel telephones was dismissed by 
the Pennsylvania commission. 

The association was not considered by 
the commission as a party having an in- 
terest in the subject matter of the com- 
plaint. Its assertion of agency for hotel 
members of the association was not suf- 
ficient to give it the standing to bring the 
complaint. 

On continuing its examination of the 
complaint with the hotel alone as a party, 
the commission questioned whether the 
“commissions” were actually utility 
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tariffs within its jurisdiction. It was de- 
cided that the commission arrangement 
did not involve a rate but was in the form 
of an agency agreement for the con- 
venient collection of telephone charges. 
Such agreements are within the admin- 
istrative discretion of management and 
are not within the scope of the commis- 
sion’s power to regulate and supervise. 

In dismissing the complaint the com- 
mission observed that its assumption of 
jurisdiction over such a matter would ex- 
tend its authority beyond the intended 
purview of the legislature. Pennsylvanwu 
Hotels Asso. et al. v. Bell Teleph. Co. of 
Pennsylvania (Complaint Docket No. 
14141). 
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Operation Discontinued Where Loss Is Inevitable 


COMPANY was authorized by the 

Colorado commission to discon- 

tinue gas service where its continued 

operating loss, loss of patronage, and de- 

plorable physical condition made it prac- 
tically impossible to continue: 

The company had sold out its electric 
property in the early part of 1949. Its gas 
service was limited to cooking and water 
heating. No space-heating service was 
being provided. 

During each calendar year since 1945 
the company’s operating loss was very 
high. The abandonment of gas operation 
had been contemplated since about 1936. 
The company had investigated all possi- 
bilities of obtaining a new gas supply and 
rehabilitating its plant, but prohibitive 


costs, as compared with potential return 
on investment, eliminated these consid- 
erations. It was estimated that if the 
plant and distribution system were com- 
pletely rehabilitated, rates would have to 
be increased from 300 to 350 per cent. 

The inconvenience of the customers, 
the commission pointed out in granting 
the application, must give way where a 
company with an obsolete plant and de- 
clining revenues is faced with rapidly 
increasing operating costs. The commis- 
sion indicated further that, from the evi- 
dence presented at the hearing, electricity, 
bottled gas, or coal could be substituted 
without great expense or inconvenience. 
Re Frontier Power Co. (Application No. 
9731, Decision No. 32413). 


<@ 
Merchandising Costs of Appliance Sales Disallowed 


to Wisconsin commission allowed 
an electric utility a substantial in- 
crease in its rate for off-peak water heat- 
ing where the record indicated that the 
present rate was inadequate to cover the 
cost of electric energy sold, 
Merchandising costs, incurred by the 


company as an inducement to the sale 
and installation of electric ranges, were 
not allowed by the commission as operat- 
ing expenses in its computation of a rate 
base and its determination that 6 per cent 
would be a fair return. Re City of 
Algoma (2-U-2961). 


e 


Rate Increase Allowed in Spite of Faulty Records 


TS Michigan commission, in allow- 
ing a telephone utility a rate increase, 
commented that it was doing so notwith- 
standing the fact that the accounting in- 
formation submitted as part of the com- 
pany’s application for the rate increase 


did not appear to reflect fully the true 
conditions of the company. The commis- 
sion said that it was apparent from the 
information available that the company 
had to have rate relief. Re Hillsdale 
County Teleph. Co. (T-544-49.2). 


e 


Correction of Montana Decision 


Aes error in the decision 
of the Montana commission in Re 
Montana Dakota Utilities Co. 78 PUR 
NS 33, came to the attention of the edi- 
tors after the decision was printed. On 
page 50 of 78 PUR NS (printed in the 
back of this issue of the ForTNIGHTLY) 
the sentence in the middle of the second 
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column should be changed to read: “We 
do not now order creation of a uniform 
rate, but we do recommend the estab- 
lishment of such a uniform scale for 
similar service throughout the company’s 
system in Montana,” leaving out the 
word “not,” following the words “but 
we do.” 
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Other Important Rulings 


E Bes Michigan commission, granting 
a rate increase to a telephone com- 
pany, cautioned the utility to make its 
service commensurate with the rates al- 
lowed and advised it to adopt means to 
improve its plant and equipment, and to 
institute proper bookkeeping practices so 
that its operation would be more efficient. 
Re Parna Teleph. Co. (T-533-49.3). 


The supreme court of Kansas held that 
an order fixing railroad freight rates is 
invalid if it is broader than the notice of 
the rate hearing. Atchison, T&SFR 
Co. et al. v. State Corporation Com- 
mission, 203 P2d 211. 


A mutual farm telephone company 
serving about 190 subscribers, most of 
whom were stockholders, was allowed a 
rate increase by the Wisconsin commis- 
sion where its present rates did not pro- 
vide it with sufficient revenue to cover 
operating expenses and to amortize its 


debt. Re Liberty-Newton Teleph. Co, 
(2-U-2931). 


The New York commission, in author- 
izing an increase in electric rates, said 
that it was essential that the company’s 
earnings be such as to support the financ- 
ing required to take care of its construc- 
tion needs, as otherwise the cost of 
money to the company might be so high 
in the long run as to cast a burden on 
the public. Re Central Hudson Gas & 
Electric Corp. (Case 14107). 


The Kentucky commission, in view of 
additional natural gas to become avail- 
able upon construction of new pipe-line 
facilities (1) removed restrictions on any 
new or additional gas space-heating in- 
stallations having a rated input capacity 
of not to exceed 1,500,000 stu per hour, 
and (2) provided for the registration of 
gas space-heating installations. Re Louts- 
vilie G. & E, Co. (Case No. 1504). 
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MONTANA PUBLIC SERVICE COMMISSION 


Re Montana-Dakota Utilities Company 


Docket No. 3676, Order No. 2059 
April 5, 1949 


PPLICATION by public utility company for authority to in- 

crease rates for electric and steam-heating service; steam- 

heating rate increase approved and electric rate increase dis- 
approved. 


Rates, § 197 — Unit for rate making — Separate departments. 

1. Electric and steam-heating utilities were considered separately and apart 

from a public utility company’s other business, including gas service, for 

the purpose of fixing electric and steam-heating rates, p. 3/. 
Merchandising and jobbing, § 2 — Jurisdiction of Commission — Nonutility busi- 

ness. 

2. The statute limiting jurisdiction of the Commission fails to disclose any 

jurisdiction over nonutility service, and the Commission has no jurisdiction 

over merchandising activities of a public utility company, p. 37. 

Return, § 70 — Reasonableness as a whole — Revenue from nonutility business. 
3. The Commission cannot grant utility rates which would pay losses in 
nonutility business, nor can it reduce rates or refuse increases because non- 
utility business is at a profit, p. 37. 


Revenues, § 12 — Merchandising activities. 
4. The Commission, having no jurisdiction over merchandising activities, 
will not consider revenues from such business in connection with an applica- 
tion to fix rates for electric and steam-heating service, p. 37. 


Rates, § 46 — Evidence — Annual reports. 
5. The annual report of a company operating various kinds of utilities in 
different states and not showing any specific information as to operations 
in the state where rates are under investigation, or the condition as of the 
time an application for a rate increase is filed, is of no assistance in the 
matter at issue and will not be considered, p. 39. 

Return, § 6 — Evidence of rate base and earnings — Different dates — Plant 

changes. 

6. Rate of return can be computed only on plant investment figures and 
revenue figures for the same period of time, and, therefore, a comparison 
of rate base at the end of the previous year with earnings ten months later 
to show return is faulty, unless it be shown that there has been no change 
in value of plant between such dates, p. 40. 


Return, § 15 — Reasonableness — Requirements for adequate service. 
7. A utility must be maintained in a sound financial condition if it is to 
furnish adequate and reliable service, p. 41. 
Rates, § 147 — Reasonableness — Return related to value. 
8. An application for a rate increase involves revenue received in the state 
[3} 33 78 PUR NS 
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less operating expenses, depreciation, and taxes, which gives net operating 
revenue, and this figure is related to the value of the utility property used 
and useful in the state to obtain the rate of return, p. 41. 


Return, § 9 — Basis — Value of property. 
9. A utility is entitled to earn a fair return on the value of its property, 
p. 41. 


Return, § 6 — Reasonableness — Factors considered. 
10. The Commission, in determining a fair return, is not concerned with 
the return on capital stock, return from other utility services furnished by 
the company, or return from nonutility business, nor can it be concerned 
with who the beneficiary of increases may be, p. 41. 


Return, § 69 — Reasonableness as a whole — Combined operations — System 
condition. 

11. A utility company operating in several states and performing several 
types of service is entitled to a fair return on the property used and usable 
in furnishing a particular utility service in the state, and it cannot be pre- 
vented from earning a fair return on electric service in the state because 
its system condition is good, nor can it earn more than a fair return if its 
system condition is deplorable, p. 41. 


Return, § 27 — Factors affecting reasonableness — Dividends — Securities. 


12. Matters relating to dividends and return on capital stock are disregarded 
in determining the adequacy of return, p. 41. 


Apportionment, § 6 — Electric and steam-heat departments — Percentage of steam 
delivered. 
13. An allocation between electric and steam-heating departments on the 
basis of percentage of steam delivered to the steam plant, instead of the 
ratio of electricity generated, was accepted as a fair and equitable method 
of determining cost of plant and operating expenses, p. 44. 


Rates, § 42 — Jurisdiction of Commission — Limitation by notice of hearing. 
14. The Commission does not have jurisdiction in a proceeding to increase 
steam-heating rates to consider an increase in live steam rates for service to 
a customer receiving steam at the company’s plant and assuming any loss 
from that point, where the application did not cover such rates and this 
matter was not included in the notice of hearing, p. 45. 


Rates, § 198 — Unit for rate making — Interstate company. 
15. Consumers within the state should not pay rates to yield a return or 
pay expenses of operations out of the state, and consumers outside the state 
should not pay for the benefit of consumers within the state; and in order 
to determine the proper portion to be paid for out-of-state services and even 
intrastate services, where a facility serves more than one state, some method 
of proportionment must be used, p: 45. 


Valuation, § 255 — Property outside state. 
16. Statutory authorization for the Commission to investigate and ascertain 
the value of property used and useful does not limit the plant value to be 
determined by the Commission to property actually located in the state, but 
Commission jurisdiction is limited to property used and usable in rendering 
service to patrons in the state, p. 45. 


Apportionment, § 54 — Interstate plant — Gross revenue basis. 
17. Allocation of property and expenses on the basis of gross revenue takes 
78 PUR NS 34 
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into account variances in rate scales for different steps and types of cus- 
tomers and is more nearly equitable than allocation on gross sales or num- 
ber of customers, in the case of an electric company rendering service in 
more than one state, where the services in the system are substantially simi- 
lar, although such an allocation is arbitrary and the company should con- 
stantly study costs and plant use in order to arrive at actual use of plant 
within the state, p. 45. 


Expenses, § 99 — Wage increases. 
18. The Commission, although in favor of benefits to labor, cannot ignore 
its duty to the general public for the benefit of the employees of a public 
utility applying for increased rates when some wage increase has been made 
conditional upon the Commission granting rate relief, p. 47. 


Valuation, § 224 — Work under construction. 
19. Work under construction on the date for which revenue figures are 
shown in a rate proceeding should not be considered in determining the 
rate of return, p. 48. 


Valuation, § 36 — Rate base determination — Average investment. 
20. Average investment for the year, although correctly used in normal 
operation, should not be used instead of plant value at the end of the year 
where the increase in value during the year is great and large additions to 
plant value during the period prior to the conclusion of the rate hearing are 
disregarded, p. 48 

Return, § 87 — Electric company — Effect of increasing income. 
21. No increase in electric rates was allowed where a company had a return 
of 5.04 per cent and there was a steady increase in net operating income and 
a decrease in the operating ratio, p. 49. 


Rates, § 648 — Evidence — Views of Federal agency or employees. 
Criticism, by Montana Commission, of conclusions by employee of Federal 
Power Commission stated in letter to those protesting against rate increase, 
and statement that described actions on part of Federal agencies or their 
employees are definitely outside the scope of their jurisdiction and detri- 
mental to the functions of state regulatory Commissions, p. 40. 

Rates, § 392 — Steam heating — Production cost. 
Statement that a rate for live steam service to a single customer should at 
least pay actual production cost of steam, p. 45. 

Rates, § 279 — Service charge or minimum charge. 
Statement by the Montana Commission that it did not favor a service charge 
but recommended that an electric company consider substituting a minimum 
charge, p. 50. 

Rates, § 171 — Uniformity. 
Discussion of the desirability of uniform electric rates where a company 
operates an integrated system serving several communities, p. 50. 


* 


The above-entitled matter came on on the 11th day of January, 1949, and 
regularly to be heard in the courtroom in the courtroom of the courthouse in 
of the courthouse at Glendive, Mon- the city of Helena, Montana, at the 
tana, at the hour of 10 o’clock a. M., hour of 10 o’clock a. m., on the 28th 


35 78 PUR NS 





MONTANA PUBLIC SERVICE COMMISSION 


day of January, 1949, pursuant to 
continuance theretofore made. 


APPEARANCES: F. R. Gamble and 
H. N. Elvig of Minneapolis, Minne- 
sota, Noel Carrico, Glendive, C. D. 
Horsfield, Wolf Point, Robert Naylor, 
Miles City, and Raymond Hildebrand, 
Glendive, appearing for Montana- 
Dakota Utilities Company. 

Protestants: Farr and Colgrove, 
Attorneys at Law, Miles City, appear- 
ing for M. W. Milligan Estate, Miles 
and Ulmer Co., and Jackson-Arnold, 
Inc.; Hugh J. Lemire, Attorney at 
Law, Miles City, appearing for the 
Board of County Commissioners, Cus- 
ter county, the city of Miles City, in- 
dividual residents of Miles City, and 
the Rosebud Commercial Club, For- 
syth; E. E. Bonebright, Culbertson, 
appearing for the town of Culbertson; 
Wilbur Hammond, Wibaux, appear- 
ing for Wibaux Lion’s Club; Ed Car- 
ney, Scobey, appearing for self; Gor- 
don Marlenee, Scobey, appearing for 
self; Larry C. Bowler, Scobey, ap- 
pearing for Junior Chamber of Com- 
merce, Scobey; Arthur C. Erickson, 
Attorney at Law, Plentywood, appear- 
ing for Lion’s Club of Plentywood; 
J. E. Rucker, Attorney at Law, Plen- 
tywood, appearing for city council, 
city of Plentywood, and junior cham- 
ber of commerce, Plentywood ; Dan C. 
Price, Sidney, appearing for the Sid- 
ney Chamber of Commerce, Sidney; 
Hamilton Gordon, Miles City, appear- 
ing for Miles City Chamber of Com- 
merce and 115 members; Roy Milli- 
gan, Miles City, appearing for the 
Milligan hotel, Miles Howard hotel, 
Leighton building, Medical Arts build- 
ing, Mrs. M. W. Milligan, and self; 
Frank J. Winzier, Forsyth, appearing 
for the Rosebud County Commercial 
78 PUR NS 


Club; Velmer E. Clark, Miles City, 
appearing for Clark’s Furniture; Roy 
W. Carlson, Miles City, appearing for 
the Miles City Chamber of Commerce 
and Sanitary Dairy; F. F. Haynes, 
Attorney at Law, Forsyth, appearing 
for Forsyth customers; William L. 
Ganson, Jr., Terry, appearing for peo- 
ple of Prairie county; F. P. Holbrook 
of C. T. Sanders and F. P. Holbrook, 
Attorneys at Law, Sidney, appearing 
for the city of Sidney, town of Fair- 
view, Richland County Consumer’s 
Committee, Fairview School Board, 
town of Savage, and Eastern Montana 
Consumer’s Committee ; C. H. Strand, 
Dion building, Glendive, appearing for 
consumers of Glendive; Dougherty 
and Larson, Attorneys at Law, Hel- 
ena, appearing for Eastern Montana 
Consumers’ Committee; Leif Erick- 
son, Attorney at Law, Helena, appear- 
ing for Eastern Montana Consumers 
Committee. 


OTHER APPEARANCES: S. E. 
Thompson, Pocatello, Idaho, appear- 
ing for the International Brotherhood 
of Electrical Workers; Edwin S. 
Booth, Secretary-Counsel, appearing 
for the Board; Owen E. Greenough, 
Auditor, appearing for the Board. 


Before: Austin B. Middleton, 
Chairman, Paul T. Smith and Horace 
F. Casey, Commissioners. 

By the Commission: The Montana 
Dakota Utilities Company, hereafter 
referred to as the company, is engaged 
in furnishing gas, electric, and steam- 
heat service to its patrons as a utility. 
The area served by the company in- 
cludes a large portion of eastern Mon- 
tana and portions of North Dakota, 
South Dakota, Minnesota, Wyoming, 
and a few points in Canada. The com- 
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pany also engages in nonutility busi- 
ness of merchandising gas and electric 
appliances and equipment. 

On October 8, 1948, the company 
filed its application for increase in 
rates for electric service on its system 
in Montana and steam-heat rates at 
Glendive and Miles City, the two cities 
served with steam-heat service in 
Montana. The application was set for 
public hearing at Glendive, Montana, 
on January 11, 1949. After the ap- 
plication -was set for hearing, a motion 
for continuance was made. This ap- 
plication was denied. 

At the Glendive hearing, the com- 
pany offered evidence in support of 
its application. Numerous protestants, 
representing nearly all areas served by 
the company, except Glendive, ap- 
peared. At the close of the hearing, 
a motion for continuance, in order to 
prepare cross-examination, was re- 
newed. The motion was granted and 
the hearing was continued until Janu- 
ary 28, 1949, at Helena, Montana. 
When the hearing was resumed, addi- 
tional protests to the application were 
entered. Several hundred individuals, 
from all areas in Montana served by 
the company, authorized protest to the 
application on their behalf by the East- 
ern Montana Citizen’s Committee. 
Evidence was offered by the company 
and the protestants. 


Scope of Investigation 


The company operates in five states 
and Canada and furnishes gas, electric, 
and steam-heat service in various 
communities. This application in- 
volves rates of steam-heat and electric 
service in the state of Montana. The 
company also engages in nonutility 
merchandising business. The com- 


pany offered evidence to show all rev- 
enue received by it from all services. 
These revenues were divided as to that 
received in Montana and that in other 
parts of the system. Revenue, oper- 
ating expenses, depreciation, and 
taxes were separated as to the various 
types of service. Where possible, the 
separation was made on actual costs 
of such service. Where the same facil- 
ities were used or employees engaged 
in different types of service, the cost 
was allocated. Taxes and depreciation 
have L2en allocated on a percentage 
basis, both as to all utility property 
and electric property in Montana. The 
revenue from merchandising has been 
separated from utility income and ex- 
penses in connection with it have been 
separated or allocated. The methods 
of separation between various classes 
of service, as shown in Exhibit 11, 
appear to be fair, equitable, and to 
permit determination of revenues and 
expenses of steam-heat and electric 
operations. 


[1] That the revenues and expenses 
of other utility service or other busi- 
ness should not be considered when 
rates for a particular utility is con- 
cerned is well recognized. Benjamin v. 
Great Northern Utilities Co. (Mont) 
PUR1924B 705; Detroit v. Detroit 
Edison Co. (Mich 1943) 50 PUR NS 
1. We will consider the electric and 
steam-heating utilities separately and 
apart from the company’ s other busi- 
ness, including gas service. 

[2-4] The company exhibit shows 
an income of $272,151.21 from mer- 
chandising enterprises during the year 
ending September 30, 1948. Protes- 
tants, by cross-examination, attempted 
to show that by reason of these in- 
comes, the company was not in need 
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of increases in electric rates. The 
Commission ruled that it did not have 


jurisdiction over nonutility functions. 


and sustained objection to this line of 
examination. Protestants contend 
that nonutility revenues should be con- 
sidered for the reason that electric and 
nonutility costs and expenses cannot 
be separated. An examination of 
Chap 311, Political Code of Montana, 
1935, which limits the jurisdiction of 
this Commission, fails to disclose any 
jurisdiction over nonutility service. 
We have no more jurisdiction over the 
merchandising activities of the appli- 
cant company than over any other 
store or dealer. We cannot order a 
utility to engage in or refrain from 
engaging in nonutility business, nei- 
ther can we regulate such business. 
Under the provisions of § 3884, Rev 
Code Mont, 1935, this Commission is 


limited in determining value of utility 
plant to that used and useful by the 
utility for the convenience of the pub- 


lic. This position has likewise been 
followed by other Commissions. 
(Customers v. New York & Rich- 
mond Gas Co. [NY 1943] 48 PUR 
NS 25.) We could not grant rates 
for any utility which would pay losses 
in nonutility business nor can we re- 
duce rates or refuse increases because 
nonutility business is at a profit. 

This Commission has prescribed a 
Uniform System of Accounts for 
Electric Utilities, effective January 1, 
1943. This system is that adopted by 
the National Association of Railroad 
and Utility Commissioners, a volun- 
tary association consisting of most 
state regulatory Commissions and is 
very similar to that prescribed by the 
Federal Power Commission. The 
company is required to keep its books 
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and accounts in accordance with the 
regulations of both Commissions, 
Account 520.1 and 520.2 of the state 
of Montana Uniform System of Ac- 
counts for Electric Utilities prescribes 
the method of reporting merchandis- 
ing and jobbing revenues and expenses 
and requires that they be separately 
kept. Exhibit 11 of the company 
shows the income and expenses of all 
businesses of the company, separated 
as to each type of business and shows 
that merchandising revenue-and ex- 
pense is separated from electric utility 
items. The company specifically tes- 
tified that advertising costs were as- 
signed to the business concerned and 
that its accounts were kept in accord- 
ance with the regulations. We adhere 
to our position that we have no juris- 
diction over merchandising activities 
and will not consider the revenues 
from this service in connection with 
this application. 


Evidence as to Financial Condition 
and Need for Return in Order 
to Sell Securities 


The company testified that part of 
the reason for the application to in- 
crease electric rates is because the com- 
pany plans a large expansion program 
in the near future and, in order to 
finance it, it will be necessary to sell 
securities. The successful sale of secu- 
rities will require showing of an ade- 
quate rate of return on all services 
and the present electric rates do not 
show such adequate rate of return. 
To support the position, the company 
introduced Exhibit 10 which shows 
construction from January 1, 1946, 
to September 30, 1948, with the addi- 
tional cost to complete the construc- 
tion? The exhibit shows that $7,732,- 
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064 has been invested in a new electric 
plant and $2,994,766 will be re- 
quired to complete the work in prog- 
ress. Comparison with Schedule 2, 
Exhibit 9 (electric work in progress, 
September 30, 1948) shows that the 
property has been included in the plant 
accounts as it is completed. 
Protestants in their examination 
and briefs took the position that the 
work in progress and the schedule 
showing construction (Company Ex- 
hibit 10) shows that the large part of 
the work in progress and for which 
financing is required is located outside 
of Montana. Their position is that 
the company is asking rates on Mon- 
tana service to finance out-of-state con- 
struction. It is true that a large per- 
centage of the construction shown on 


Exhibit 10 is in North Dakota. The 


company testified, however, that this 


exhibit was not offered to show invest- 
ment or rate of return. 

Considerable time was devoted to 
showing the need for a good rate of 
return in order to attract capital in- 
vestment, either in the company sure- 
ties or stock, to obtain money neces- 
sary to carry on the expansion of the 
company. Protestant’s cross-exami- 
nation and direct examination was di- 
rected to show that the company rate 
of return and dividend record was ade- 
quate. This testimony reduced to a 
point where the company’s position 
was that the rate of return on electric 
property was less than a reasonable 
return, while the protestants based 
their position on the system operation 
and dividend and stock records. 

Company Exhibit 1 shows the 
wholesale index prices for various 
commodities. This shows that, based 
on 1926 prices, electricity had reduced 


from 75.8 in August, 1939, to 65.4 in 
May, 1948, while other commodities 
were all substantially higher. Exhibit 
2 was a stock report showing the mar- 
ket quotations for January 6, 1949. 
This showed the company’s preferred 
stock selling at 79. Protestants intro- 
duced the sheet relating to the com- 
pany from Standard and Poor’s Re- 
port showing that the company’s 
stocks are rated “above average” and 
the condition of the company “sound.” 

[5] Protestants likewise introduced, 
over objection that it was immaterial, 
the Annual Report of the company for 
the year 1947, This report, of course, 
covers all activities of the company 
wherever located and does not show 
any specific information as to Mon- 
tana operation or the condition as of 
the time the application was filed. The 
annual report is of no assistance in 
the matter at issue and will not be 
further considered. 


A letter from the examiner of ac- 
counts, Federal Power Commission, 
addressed to the chief bureau of ac- 
counts, was offered in evidence, after 
having been identified by the protes- 
tants. The letter was not received as 
evidence but was received by the Com- 
mission. It is, therefore, necessary to 
comment briefly on this letter. The 
letter is based on reports to the Fed- 
eral Power Commission and shows 
that the over-all earnings of the com- 
pany, based on invested capital, would 
yield a return of 14.7 per cent on the 
common stock. This computation has 
no relationship to the value of the plant 
dedicated to the public electric utility 
business. The letter then correctly 
states the principle involved when it 
states: “The company is entitled to 
collect electric revenue sufficient to 
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cover the costs of operations, mainte- 
nance, purchased power, taxes, depre- 
ciation, and a fair return on the invest- 
ment. If the earnings are less than 
a reasonable rate of return, then the 
revenues and rates are too low and 
the rate increase would be justified, 
and it also follows that a rate increase 
would be unjust and unnecessary if the 
earnings represent a fair rate of return 
on the investment rate base.” 

[6] The letter states the rate base 
as of December 31, 1947, as $14,- 
646,033 and the earnings as of Sep- 
tember 30, 1948, as $760,855. Based 
on these figures, a return of 5.2 per 
cent is shown, which the writer states 
should be reasonable. Such a compar- 
ison is, of course, faulty. Earnings as 
of September 30, 1948, cannot show a 
rate of return if based on plant value 
of December 31, 1947, unless it be 
shown that there was no change in 
value of the plant between such dates. 
The letter continues to answer cer- 
tain specific questions presented, in- 
cluding the names and amounts of div- 
idends received by some of the prin- 
cipal stockholders, the amount of the 
dividends paid and various conclu- 
sions of the writer. The letter closes 
with the statement : 

“In order to make it appear that a 
rate increase is justified, the company 
must impeach its financial record, its 
own statements of investment and 
earnings, the securities market ap- 
praisal of its operations, the benefits 
of the government contracts, and its 
annual reports to the stockholders. 
This is the evidence which the regula- 
tory Commission should consider and 
rely upon in connection with the pro- 
posed rate increase.” 

The figures shown in the company 
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reports to the Federal Power Com- 
mission are, of course, correctly 
shown and the information as to facts 
are undoubtedly public records which 
the Federal Power Commission had 
a right and duty to furnish to the 
protestants. The letter shows that 
the writer knew the matter of the in- 
crease in electric rates in Montana was 
then pending before the Commission 
and that the statements he made were 
for the benefit of the protestants. As 
an expert employee of the Federal 
Power Commission, he knew that the 
system figures available to that Com- 
mission might or might not support 
the facts in a rate case in any one of the 
individual states. As an expert, he 
should likewise know that rate of re- 
turn can only be computed on plant 
investment figures and revenue figures 
for the same period of time. His con- 
clusion, as quoted above, was definite- 
ly not based on the evidence before 
the Commission relating to electric and 
steam-heat rates in Montana. 
Irrespective of the conclusion that 
the Commission may reach on the law 
and the evidence before it, such conclu- 
sions as were expressed by an employee 
of the Federal Power Commission in 
this letter can only be detrimental to 
the Commission. A person may well 
have stated his personal opinion as an 
individual based on facts available to 
him, but he, as an employee of the Fed- 
eral Power Commission, should have 
refrained from stating such conclusions 
as he did, when he was not familiar 
with the facts before this Com- 
mission and did not even relate the 
facts he had to the matter then pend- 
ing before this Commission. He knew 
or should have known that his letter 
would be widely circulated. Such ac- 
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tions on the part of Federal agencies 
or their employees are definitely out- 
side the scope of their jurisdiction and 
detrimental to the functions of state 
regulatory Commissions. 


[7] This Commission recognizes 
that a utility must be maintained in 
a sound financial condition if it is to 
furnish adequate and reliable service. 
This principle was well stated in Fed- 
eral Power Commission v. Hope Nat. 
Gas. Co. (1944) 320 US 591, 88 Led 
333, 51 PUR NS 193, 200, 64 S Ct 
281, where it is said: 

“The rate-making process under the 
act, i. ¢., the fixing of ‘just and reason- 
able’ rates, involves a balancing of the 
investor and the consumer interests. 
Thus we stated in the Natural Gas 
Pipeline Co. Case that ‘regulation does 
not insure that the business shall pro- 
duce net revenues.’ 315 US 575, 590, 
86 L ed 1037, 42 PUR NS 129, 140, 
62 S Ct 736, 745. But such consid- 
erations aside, the investor interest has 
a legitimate concern with the financial 
integrity of the company whose rates 
are being regulated. From the inves- 
tor or company point of view, it is 
important that there be enough reve- 
nue not only for operating expenses 
but also for the capital costs of the 
business. These include service on the 
debt and dividends on the stock. Cf. 
Chicago & G. T. R. Co. v. Wellman 
(1892) 143 US 339, 345, 346, 36 L ed 
176, 12 S Ct 400, 402. By that stand- 
ard the return to the equity owner 
should be commensurate with re- 
turns on investments in other enter- 
prises having corresponding risks. 
That return, moreover, should be suf- 
ficient to assure confidence in the fi- 
nancial integrity of the enterprise, so 
as to maintain its credit and to attract 


capital. See Missouri ex rel. South- 
western Bell Teleph. Co. v. Public 
Service Commission, 262 US 276, 
291, 67 L ed 981, PUR1923C 193, 
43 S Ct 544, 547, 31 ALR 807 
(Mr. Justice Brandeis concurring). 
The conditions under which more or 
less might be allowed are not impor- 
tant here.” 

[8-12] This Commission can only 
consider evidence material to the mat- 
ters being considered. Reduced to its 
simplest terms an application for a rate 
increase involves the revenue received 
in this state from the utility for which 
the rate increase is sought less the op- 
erating expenses, depreciation, and 
taxes chargeable to that utility. This 
will give the net operating revenue. 
This figure is then related to the value 
of the utility property used and usable 
in Montana to obtain the rate of re- 
turn. The utility is entitled to earn 
a fair return on the value of its prop- 
erty. In determining that return, we 
are not concerned with the return on 
capital stock, return from other utility 
services furnished by the company or 
return from nonutility business, nor 
can we be concerned with who the 
beneficiary of increases may be. While 
evidence of the financial condition of 
the company on future construction 
plans may indicate whether the com- 
pany is performing its obligation as a 
utility, we cannot fix rates on any 
other basis than that outlined above. 
A company operating in several states 
and performing several types of serv- 
ice may be in bad financial condition 
or it may be financially sound, but such 
condition does not alter the fact that 
it is entitled to earn a fair return on 
the property used and usable in fur- 
nishing the particular utility service in 
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this state. It cannot be prevented from 
earning a fair return on electric serv- 
ice in Montana because its system con- 
dition is good nor can it earn more 
than a fair return if its system condi- 
tion were deplorable. Great Northern 
Utilities Co. v. Public Service Com- 
mission, 88 Mont 180, PUR1930E 
134, 293 Pac 294; Tobacco River 
Power Co. v. Public Service Commis- 
sion (1940) 109 Mont 521, 33 PUR 
NS 151, 98 P2d 886. We shall dis- 
regard system figures covering all 
types of service as immaterial to the 
matter before us, except where consid- 
eration is necessary to determine Mon- 
tana operating factors. We likewise 
disregard matters relating to divi- 
dends, return on capital stock, future 
construction, and over-all system finan- 
cial condition on the ground that they 
do not reflect on electric or steam rates 
in Montana. 

We shall consider only those mat- 
ters which show the reasonableness of 
electric and steam-heating rates in 
Montana. This will be limited to the 
value of the plant used and useful in 


Present 
First 30,000 Ibs. per mo. ........... ae per M 


Next 30,000 Ibs. per mo. ........... 
Next 30,000 Ibs. per mo....... ite 
Next 50,000 Ibs. 

All over 

Minimum Bill—$7.50 per month. 


The plant at Glendive is used 
jointly by the electric and steam-heat 
departments. Figures show that 14 
per cent of the steam generated in the 
plant is delivered to the steam-heat 
system. It was determined that about 
one-half of the value of the land and 
structures was devoted to steam gen- 
eration, so 7 per cent of the value of 
those plant items and expenses was 
allocated to steam heat. $360,031.35 
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rendering such service in this state, the 
revenue and operating expenses (in- 
cluding taxes and depreciation) of 
such service in this state. 


Steam-heat Rates 


The company and its predecessors 
have operated a steam-generating 
plant at Glendive and Miles City, 
Montana. A steam-heat distribution 
system is maintained in both towns 
and steam from the generating plant 
is used in such system. The company 
testified that this service was main- 
tained out of necessity because some of 
the buildings served were not con- 
structed so as to permit installation of 
other heating systems. It was further 
stated that there was no expectation of 
making a return on investment, but 
only to make it break even. 

The present steam-heat rates in 
Glendive were fixed in 1928. No pro- 
test was made as to increased steam 
rates at Glendive. Present and pro- 
posed steam-heat rates at Glendive are 
as follows: 

Proposed 


eg eer ro $1.00 
Over 100,000 Ibs. 90 


of the plant value at Glendive is used 
jointly by the two departments. Of 
this amount, $38,476.96 is allocated 


to steam heat. In addition, $45,- 
007.94 of the plant is devoted exclu- 
sively to the steam-heat department. 
This makes a total plant investment 
chargeable to steam heat at Glendive 
of $83,484.90. 

The company has _ twenty-nine 
steam-heat customers at Glendive. 
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The gross revenue for the year ending 
November 30, 1948, was $16,239.69. 
The operating cost properly allocated 
to that department was $18,025.26 or 
a net loss for the year of $1,785.57. 
The proposed increase of 11.1 per cent 
will return an additional $1,903.85 
per year computed on the same bills. 
This would have resulted in a net 
profit of $118.28, had the increases 
been in effect. The company points 
out that wage increases granted will 
increase the cost of operations. The 


Present 
20,000 Ibs. per mo. ........... $ .90 per M 


First 
Next 
Next 


10,000 Ibs. 

10,000 Ibs. 

Next 10,000 Ibs. 

Next 50,000 Ibs 

Al GE BE 5564 cen dene ass 
Minimum Bill—$5.00 per month. 


The plant at Miles City is likewise 
used jointly by the electric and steam- 


heat departments and the same method 
of allocation of plant values and costs 
is used as at Glendive. Thirty per 
cent of the steam generated is used 
by the steam-heat department. $300,- 
893.53 of the plant value at Miles City 
is used jointly by the two departments. 
Of this amount, $68,235.66 is allo- 
cated to steam heat. In addition, 
$72,885.87 of the plant is devoted ex- 
clusively to the steam-heat depart- 
ments. This makes a total plant in- 
vestment of $141,121.53 chargeable 
to steam heat at Miles City, Montana. 

The company has fifty-eight steam- 
heat customers at Miles City. The 
gross revenue for the year ending 
November 30, 1948, was $28,417.42. 
The operating expense properly allo- 
cated to that department was $35,- 
520.16, showing a net operating loss 
of $7,102.74. The company pointed 


proposed increase in rates for steam 
heat at Glendive is fair and necessary 
to permit elimination of operation at 
a loss. 

The present steam-heat rates at 
Miles City were fixed in 1927. The 
rates then fixed were reductions from 
those previously approved for the city 
of Miles City in 1924, when the city 
was operating the plant. Present and 
and proposed steam-heat rates at Miles 
City are as follows: 


First 50,000 Ibs. per M 
Next 50,000 Ibs. per M 
Over 100,000 Ibs. per M 


Minimum Bill for months of June, July, 
and August $10.00 per month. For all 
other months $5.00 per month. 


out that the wage increases already 
granted, which will be applicable to 
1949 operations, will further increase 
operating costs and that operation at 
a loss should be eliminated by in- 
creased rates for the service. The 
proposed increase in rates computed 
on the bills for the same period would 
have returned an additional $10,990 
in revenue or 38.67 per cent more than 
present rates. Figured on the same 
operating expenses, this would have 
resulted in a net operating income of 
$3,887.26 for the year. 

It was pointed out that the present 
rates for Miles City are much less than 
those for Glendive and that the pro- 
posed rates, while still lower in Miles 
City, are more nearly equalized. 
This is apparent from a study of the 
rates for each city as set forth above. 
An exhibit comparing rates at Bis- 
marck, Mandan, and Dickenson was 
introduced and shows that the rates 
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charged by the company in those cities 
are the same or higher than the Glen- 
dive rate, supra. The actual cost of 
producing steam at the Miles City plant 
for the year ending November 30, 
1948, was 63.3 cents per thousand 
pounds. Deducting losses in distri- 
bution, the actual cost of producing 
steam delivered to customers was 76.3 
cents per thousand pounds. This is 
the cost of production and does not 
include distribution expenses, taxes, 
or other allowable costs. The com- 
pany states that the proposed rates 
will not yield a fair return on invest- 
ment. 

[13] Protestants make objection to 
the allocation of costs on the basis of 
percentage of steam delivered to the 
steam-heat plant instead of on the 
ratio of electricity generated. The 
generating plant may be operating at 


full or part load and in fact, it may 
not be generating at all and still it is 
required to be in instant operating 


condition. Of the total steam devel- 
oped, a certain per cent is delivered to 
the steam-heat department. We ac- 
cept the method of allocation as used 
by the company as a fair and equitable 
method of determining cost of plant 
and operating expenses. 

Protestants show that under the 
proposed rate, steam-heat bills will be 
increased from 24.14 per cent to 42.92 
per cent, depending upon the volume 
used. One example showed an an- 
nual use of 1,479 thousand pounds 
and the present bill was $928.55. 
Under the proposed rate, the bill 
would be $1,301.40, or an increase of 
$372.85 or 40 per cent. Protest is 
made to the extremely high percentage 
of increase. Computed on a basis of 
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a monthly use of 200 thousand pounds, 
the proposed rates would be 40 per 
cent higher than present rates. While 
the proposed increases will not yield 
a fair return on investment, the com- 
pany stated that they do not expect the 
service to yield a fair return on in- 
vestment, but they want it to be self- 
supporting. Evidence _ presented 
shows the cost of producing steam as 
76.3 plus distribution costs. In order 
to return production costs, we believe 
the lowest level should be 80 cents per 
thousand. However, it appears that 
the rates over that amount result in 
an excessive increase to the consumer, 
even though not returning a fair re- 
turn to the company. 

A rate of 90 cents for the first 20,- 
000 pounds and 80 cents for all in 
excess of that amount would increase 
the monthly bill on 200 thousand 
pounds by 30 per cent over present 
rates. Such a rate will increase all 
brackets over 30,000 pounds per 
month by from 10 to 25 cents per 
thousand. The reduction in the pro- 
posed increase, it is true, is applicable 
on lower brackets of use and will apply 
to nearly all consumers. The reduc- 
tion from the proposal for a customer 
using 100,000 pounds per month 
would be $13 per month. Even as- 
suming that this full decrease of $13 
from the proposed rate was applicable 
to all customers for five months, which 
it would not be, it would leave the 
company with $7,220 additional reve- 
nue, or more than its loss of $7,102.74. 
Such a rate appears to be all that can 
be granted in fairness to the consum- 
ers. We, therefore, fix the following 
rates for steam heat at Miles City, 
Montana: 
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First 20,000 Ibs. per M 
All over 20,000 Ibs. per M 
Minimum bill for June, July, 
and August 
All other months 


[14] The company has one live- 
steam customer who receives service 
in Miles City. This customer receives 
steam at the company plant and as- 
sumes any loss from that point. Rates 
on this service were fixed in 1927, but 
the company, apparently through inad- 
vertence, failed to apply for increases 
in these rates. On the last day of the 
hearing, a schedule was filed covering 
these rates. This matter was not in- 
cluded in the notice of hearing and 
the Commission does not now have 
jurisdiction to consider this increase 
in live-steam rates. Evidence shows 
the cost of production of steam at the 
plant as 63.3 cents per thousand, 
whereas the minimum rate proposed is 
70 cents. The company, if possible, 
should negotiate with the customer and 
submit a rate acceptable to it and the 
company for approval of the Commis- 
sion. Such a rate should at least pay 
actual production cost of steam. If 
this is not possible, then an application 
for increase will have to be filed. 


Electric Rates 


The company operates and furnishes 
electrical service in 202 communities, 
37 of which are in eastern Montana. 
Of the 152,743,833 kilowatt hours of 
electrical energy sold for the year end- 
ing September 30, 1948, 35,166,652 
kilowatt hours were sold in Montana. 
12,469 of the 53,712 electrical custom- 
ers are in Montana. Total electrical 
operating revenue for the system for 
the same period was $5,071,807.71, 
while Montana revenues amounted to 
$1,151,108.23. The company oper- 


ates an integrated system from power 
furnished by diesel and steam genera- 
tion and power purchased from the 
Fort Peck project, delivered at Glen- 
dive, Montana, and Wolf Point, Mon- 
tana. The testimony shows that rates 
comparable to those here proposed 
have been allowed in North Dakota. 
It was stated that the rates over 
the rest of the system were higher or 
equal to those proposed in Montana. 
[15-17] Company testimony shows 
that electrical energy generated or 
purchased in Montana is transmitted 
to points outside the state and, at the 
same time, energy generated in North 
Dakota is used in parts of Montana. 
It was stated that there was no prac- 
tical method of making exact deter- 
mination of the value of plant or oper- 
ating expenses actually chargeable to 
Montana service. Because of this in- 
trastate service in various states from 
out-of-the-state facilities, it is impos- 
sible to say that the cost of plant or 
operating expense in Montana is the 
correct figure to use in the state in 
a rate case. In order to allocate oper- 
ating expenses, the company deter- 
mined the percentage of Montana elec- 
trical income to total system electrical 
income. This percentage of 22.488 
was then applied to the system elec- 
trical operating expenses. Deter- 
mined on this method, operating ex- 
penses in Montana amounted to $968,- 
539.78, which when deducted from 
revenue of $1,151,108.23 leaves a net 
operating income in Montana of 
$182,539.76 for the year ending Sep- 
tember 30, 1948. The company con- 
sidered this method of allocation fair. 
Protestants by objection, cross-ex- 
amination, and again in their briefs 
challenge the right to allocate ex- 
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penses and plant value. They take 
the position that there is no showing 
which will permit the Commission to 
make any findings as to the necessity 
of increases or determination of rate 
of return. 

There can be no question but that 
Montana consumers should not pay 
rates to yield a return or pay ex- 
penses of operations out of this state. 
It is likewise true that consumers out- 
side Montana should not pay for the 
benefit of Montana consumers. It is 
true that in order to determine the 
proper portion to be paid for out-of- 
state services and even intrastate serv- 
ices, where the facility serves more 
than one state, some method of pro- 
portionment must be used. The sys- 
tem of uniform accounts for electrical 
utilities recognizes that allocation may 
be necessary between accounts or be- 
tween utilities and allocation between 
states would be implied. Section 
3884, Rev Code Mont, 1935, pro- 


vides : 


Power of Commission to ascertain 
property values: 


“The Commission may, in its dis- 
cretion, investigate and ascertain the 
value of the property of every public 
utility actually used and useful for the 


convenience of the public. In making 
such investigation, the Commission 
may avail itself of all information con- 
tained in the assessment rolls of vari- 
ous counties and the public records of 
the various branches of the state gov- 
ernment, or any other information 
obtainable, and the Commission may 
at any time of its own initiative make 
a revaluation of such property.” 
This section does not limit the plant 
value to be determined by the Com- 
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mission to property actually located in 
Montana. The Commission only has 
jurisdiction over rates charged to per- 
sons located in Montana and the juris- 
diction of the Commission would be 
limited to property used and usable in 
rendering service to those patrons in 
Montana. See also: Tobacco River 
Power Co. v. Public Service Commis- 
sion (1940) 109 Mont 521, 33 PUR 
NS 151, 98 P2d 886; Great Northern 
Utilities Co. v. Public Service Com- 
mission, 88 Mont 180, PUR1930E 
134, 293 Pac 294. 

Allocation of cost between commu- 
nities and between services has been 
recognized, Utah Power & Light Co. 
v. Public Service Commission (1944) 
107 Utah 155, 56 PUR NS 136, 152 
P2d 542; Re United Fuel Gas Co. 
(W Va) PUR1920C 583; Fargo v. 
Union Light, Heat & P. Co. (ND) 
PURI1920A 764; State College Bur- 
rough Authority v. Public Utility 
Commission (1943) 152 Pa Super Ct 
363, 49 PUR NS 518, 31 A2d 557. 


The evidence shows that part of the 
Montana plant is used for service in 
other states and plants in North Da- 
kota are used for service in Montana. 
It is impossible to accurately determine 
use in Montana. In such a situation, 
allocation of value and expenses is 
proper if it takes into consideration all 
of the elements and conditions of serv- 
ice. The evidence shows that 23.21 
per cent of the company electrical con- 
sumers are in Montana, 23.02 per 
cent of the total sales were in Mon- 
tana, while 22.488 per cent of the 
gross revenue was in Montana. For 
an arbitrary method of allocation, to 
be fair and equitable, it must take into 
account the greatest possible number 
of factors. The service rendered in 
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Montana and other parts of the com- 
jany system are substantially similar. 
The allocation on the basis of gross 
revenue takes into account the vari- 
ances in the rate scales for different 
steps and types of customers and is 
more nearly equitable than allocation 
om gross sales or number of custom- 
ers. We accept the company’s method 
of allocation as being fair and equita- 
ble. We desire to point out, however, 
that such an allocation is arbitrary. 
The company should constantly study 
sts and plant use in this and other 
sates, in order to arrive at a more 
accurate actual use of plant within this 
state. 

[18] The company, using electrical 
department system values, operating 
costs, depreciation, and net revenues 
shows a return or rate base of 4.11 per 
cent. They contend that they are 
entitled to a better rate of return and 
that increased revenues are necessary 
to meet increased costs and result in 
a better rate of return. The company 
testified as to increases in costs of 
materials and supplies since 1940. 
These increases are generally re- 
flected in the revenues for the year 
ending September 30, 1948, and need 
not be further considered. The com- 
pany testified that effective January 1, 
1949, a 124 per cent wage increase 
was granted with the agreement to 
grant an additional 24 per cent in the 


Year Ending 


Dec. 31, 
Dec. 31, 
Dec. 31, 
Sept. 30, 1948 


The above table shows that for the 
period shown, revenue has increased 
to a greater extent than expense. 


Operating 


47 


event this Commission granted rate 
relief. It is, of course, true that wages 
will depend upon income. However, 
no increase should be conditioned di- 
rectly on the action of any regulatory 
Commission. This Commission is, of 
course, in favor of benefits to labor, 
but it cannot ignore its duty to the 
public generally for the benefit of the 
applicant’s employees. The 15 per 
cent increase in wages will amount to 
between $450,000 and $500,000 an- 
nually on a system basis. Relating the 
wage increase on Montana electric 
service to the percentage between 
Montana electric revenue to total sys- 
tem revenue, we find a percentage fig- 
ure of 11.08 per cent of the total. 
Thus, the wage increase chargeable to 
Montana electric service will be be- 
tween $49,500 and $55,000 per year. 
Company figures show that the 1948 
payroll of employees living in Mon- 
tana, employed on the electric system, 
but without regard to whether the 
service is for Montana or other states, 
was $294,996. Fifteen per cent of this 
figure would be $44,249.40. The pro- 
posed increase is figured to return 
about $104,000 over present revenues 
or between $50,000 and $60,000 more 
than the wage increase mentioned. 

Analysis of recent annual reports 
and evidence offered in this case shows 
the following operating facts in Mon- 
tana: 

Net 
Operating 
Revenue 
$88,161.80 
160,136.52 


163,503.84 
182,539.76 


Operating 
Expense 
$760,363.95 
777,014.57 
853,134.71 
968,568.47 


Revenue 


The operating ratio of expense to rev- 
enue for the year ending December 
31, 1945, was 89.61 per cent and for 
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the period ending September 30, 
1948, was 84.12 per cent. No rate 
increase, except a minor change in 
water-heating rates is involved, so 
this shows a substantial increase in 
sales volume. This increase has re- 
sulted in a bettering of operating con- 
ditions in Montana. There was ap- 
proximately a 20 per cent increase in 
kilowatt hours sold in Montana in 
1948 over 1947. Some further in- 
crease in sales will undoubtedly occur 
at present rates, which will assist in 
meeting any increase in operating 
costs. 

As we previously mentioned, the 
company claims that they had a 4.11 
return on money invested in electrical 
plant. Protestants contend that no 
value of plant necessary to service 
Montana is presented and it is stated 
that the Commission does not, there- 
fore, have any figure from which the 
rate of return can be figured. This 
case is a revenue case and it is not 
necessary to determine a rate base in 
accordance with the provisions of 
§ 3884, Rev Code Mont, 1935, or the 
decision of the Montana supreme court 
in Tobacco River Power Co. v. Pub- 
lic Service Commission (1940) 109 
Mont 521, 33 PUR NS 151, 98 P2d 
886. In order to determine whether 
rates are excessive, it is necessary for 
us to accept some proper figure as to 
the value of the plant used and useful 
in serving Montana consumers. 


[19, 20] Company Exhibit 9 shows 
the value of the company electric prop- 
erties. The exhibit shows $20,959,- 
679.18 in system plant as of Septem- 
ber 30, 1948, with $2,049,348.30 in 
plant under construction. The com- 
pany testified that these values were 
original cost figures as filed with the 
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Federal Power Commission. These 
figures would be the lowest possible 
figures and would relate only to that 
property now used or useful in the 
electric system. While much of the 
plant under construction on September 
30, 1948, has now been completed and 
properly chargeable to plant invest- 
ment, it was not plant used or usable 
on September 30, 1948. Revenue fig- 
ures we have are as of the 30th of 
September, 1948, and we will not, 
therefore, consider the work under 
construction on that date in determin- 
ing the rate of return. In order to de- 
termine rate of return in Montana, we 
have taken 22.488 per cent of the sys- 
tem plant as of September 30, 1948, 
less depreciation and plus working 
capital. This gives us a value in Mon- 
tana of $3,726,849.63. From this we 
deduct $106,712.62 for the portion of 
the electric plant at Glendive and 
Miles City allocated to steam heat, 
leaving a figure of $3,620,137.01. 
The Montana net operating income 
returns a rate of 5.04 per cent on that 
figure. We realize that the rate of 
return will vary as plant value in- 
creases and with the change in net 
operating revenue, but the above figure 
appears to be the best available figure. 
Protestants raise the point that the 
average investment for the year 
should be used instead of the value of 
plant at the end of the year. This 
method is correct in a normal opera- 
tion. We do not consider it proper, 
however, where the increase in value 
during the year is so great and we have 
disregarded subsequent additions to 
plant value of nearly $2,000,000 added 
during the period prior to the conclu- 
sion of the hearing. 

The company claims working cap- 
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ital in the amount of $845,000. This 
includes money invested in supplies 
and material and cash. Protestants 
state that the letter of the Federal 
Power Commission allows $272,100 
for working capital and that the com- 
pany’s figure is excessive by the dif- 
ference between those two amounts. 
The letter referred to shows materials 
and supplies of $742,175 and cash of 
$272,100 as working capital. The 
total working capital computed by the 
letter is $1,014,275 or $169,275 more 
than that claimed by the company. 
Considerable argument arose over 
the cost of plant actually in Montana. 
The company contended that such fig- 
ure would not reflect the property de- 
voted to Montana service. It is inter- 


esting to note that 22.448 per cent of 
the actual system plant on September 
30, 1948, not considering deprecia- 
tion, after deducting the value as- 


signed to steam heat was $4,606,- 
801.64, while the value of actual plant 
in Montana, according to the 1947 
Annual Report filed with this Com- 
mission, adjusted by additions and 
retirements to November 30, 1948, 
was $4,556,280.16. Question was 
likewise raised as to actual taxes paid 
on electric property and service in 
Montana as against the allocation 
shown in Exhibit 12. A statement 
furnished by the company shows that 
actual taxes paid for the calendar year 
of 1948 in Montana were $110,977.49, 
while the allocation allowed for the 
year ending September 30, 1948, was 
$112,892.71 for general taxes. The 
figures indicate that allocation is very 
close to the actual figures paid in Mon- 
tana. 


The company purchases power from 
the Fort Peck project at a very low 


[4] 


rate. Points of delivery are over sin- 
gle lines at Wolf Point and Glendive, 
Montana. The contract provides for 
a certain amount of firm power. The 
company testified that this line is fre- 
quently out. While the annual pur- 
chases have now exceeded 67,000,000 
kilowatt hours and considerably in 
excess of total use in Montana, this 
was not all firm power. The company 
must maintain all of its generating 
plants in a constant state of operation, 
even though no generation may be re- 
quired at times in order to protect the 
demand load. The result has beer 
that the purchase of power has not 
resulted in material savings. If and 
when multiple points of connection 
and adequate firm power permits the 
reduction of operation or even aban- 
donment of present facilities, then ben- 
efit can be expected from the pur- 
chased power at Fort Peck. 

[21] The rates proposed by the 
company increases the residential base 
rate from one dollar to $1.25 and in- 
creases the kilowatt-hour charge up to 
4 cent. The company estimates the 
additional revenue from these rates at 
$104,000 per year and states that the 
over-all increase is between 9 and 10 
per cent. Computed on average bills, 
the increase would not exceed 11.5 per 
cent in most cases. The protestants 
presented exhibits showing the scales 
carried out to greater use without re- 
gard to actual use. These exhibits 
showed the increase would reach as 
much as 32 per cent in one instance. 
In view of our action in this case, no 
purpose will be served by further dis- 
cussion of the increases. In this case, 
we are not called upon to and will not 
determine what a reasonable rate of 
return should be. We do find, consid- 
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ering the steady increase in net oper- 
ating income and decrease in operat- 
ing ratio in Montana, that for the 
present a rate of return of 5.04 per 
cent is sufficient. We find that the 
application for all increases in electric 
rates should be denied. 

In regard to residential consumers, 
the company has always maintained a 
base rate. This is presently one dol- 
lar per month and it was proposed to 
increase it to $1.25 per month. This 
is a service charge and no energy is 
furnished for this charge, which is 
also the amount of the minimum bill. 
We realize the matter of composition 
of the rate structure is generally a 
matter for management as long as the 
final rate to the consumer is fair. We 
do not, however, favor a_ service 
charge. It is our recommendation 
that the company consider substitut- 


ing a minimum charge with a certain 
number of kilowatts furnished for such 
minimum charge in place of the pres- 
ent base rate. 


The company operates an inte- 
grated system serving 22 communities 
in Montana. All of the communities 
are served by trunk lines serving 
more than one town. Five of the 
towns, Forsyth, Miles City, Wolf 
Point, Glendive, and Sidney are classi- 
fied as Class A towns, while the re- 
maining 17 are Class B towns. There 
is now and would, under the proposed 
rates, have been a differential on the 
first 150 kilowatt hours per month. 
The present bill for 150 kilowatt hours 
in Class A towns would be $4.50, 
whereas in a Class B town, it would be 
$5 or 50 cents more. This causes con- 
sumers in Class B town using 150 kil- 
owatt hours per month to pay $6 per 
year more than a consumer under the 
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same conditions in a Class A town. 
This same differential would have ex- 
isted under the proposed rate. Over 
150 kilowatt hours, the rate in A and 
B towns are the same. The company 
justifies the existence of this differen- 
tial because of the increased cost of 
service to the smaller town. There is 
undoubtedly some extra expense in 
service in the small towns over the 
larger. This difference in cost of 
service should, it would seem, de- 
crease as the service becomes more 
stabilized and permanent. While the 
construction of rates is a matter initi- 
ally for management and this Com- 
mission should refrain from fixing the 
exact type of rate unless discrimina- 
tion exists, we are of the opinion that 
a uniform rate is desirable. We do 
not now order creation of a uniform 
rate, but we do not recommend the 
establishment of such a uniform scale 
for similar service throughout the 
company’s system in Montana. 

From the evidence and for the rea- 
sons stated above, the Commission 
makes the following 


Findings of Fact 

1. The Montana Dakota Utilities 
Company is a public utility company 
furnishing gas, electric, and steam- 
heat service under the jurisdiction of 
this Commission to Montana con- 
sumers. 

2. That the steam-heat service at 
Glendive, Montana, has been operated 
at a loss for the year ending September 
30, 1948, and increased revenues to 
eliminate such operation at a loss can 
only be received from increased rates. 
That the rate proposed for steam-heat 
service at Glendive, Montana, is fair 
and reasonable. 
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3. That steam-heat service at Miles 
City, Montana, has been operated at a 
loss for the year ending September 30, 
1948, and increased revenues to elim- 
inate such operation at a loss can only 
be received from increased rates. 
That the proposed rates for steam- 
heat service at Miles City, Montana, 
result in an excessive and burdensome 
increase, but that a rate of 90 cents 
per thousand for the first 20,000 
pounds per month and 80 cents 
per thousand for all in excess of 
20,000 pounds will be fair and rea- 
sonable. 

4. That the tariff providing for 
rates on live steam at Miles City, Mon- 
tana, was not included in the notice 
of hearing and that the Commission 
is without jurisdiction to consider this 
matter in the present order. 

5. That the company, on the basis 
of revenues for the year ending Sep- 
tember 30, 1948, related to system 


plant value on that date, including 
work in progress, showed a return of 
4.11 per cent. That records filed with 
this Commission show that the ratio 
of expense to operating revenue in 
Montana has reduced from 89.61 per 
cent for the year ending December 31, 
1945, to 84.12 per cent for the year 
ending September 30, 1948, and shows 
that the rate of return, excluding work 
in progress and electrical plant allo- 
cated to steam heat from the plant val- 
ue shows a return of 5.04 per cent as 
of September 30, 1948. That no in- 
crease in electrical rates is justified on 
the present record. 


Conclusions of Law 


The Board concludes as a matter of 
law that the rates for steam heat 
should be increased to the extent set 
forth in the findings of fact and that 
the increases for live steam and for 
electric service should be denied. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Rights of Way for Extensions of 


Service 


Case 13652 
March 11, 1949 


P 


ROCEEDING on Commission motion as to provisions contained 
in gas and electric tariffs relative to the acquisition and fur- 


nishing of rights of way for service extensions; tariff provisions 
recommended. 


Service, § 188 — Burden of cost — Electric extensions — Duty to acquire rights 


of way. 


1. Electric companies were permitted to file, on less than statutory notice, 
tariff provisions requiring applicants for service to furnish for the com- 


51 
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panies, free from cost, permanent easements or rights of way for extensions 
of service in so far as the extensions would affect property owned by ap- 


plicants, p. 52. 


Service, § 188 — Burden of cost — Electric extensions — Duty to acquire rights 


of way. 


2. Electric companies in the state were permitted to file, on less than statu- 
tory notice, tariff provisions to the effect that the companies should not be 
obligated to commence construction of extensions until applicants for service 
have obtained satisfactory easements or rights of way, or have agreed to 
pay a surcharge of 12 per cent of such cost as might be incurred by the com- 
panies if they, at the applicant’s request, obtain such rights of way, ir- 
respective of the length of the extensions, p. 52. 


APPEARANCES: Cullen and Dyk- 
man (by S. B. Olney), Attorneys, 
Brooklyn, for the Brooklyn Union Gas 
Company; L. F. Genz, Brooklyn, As- 
sistant Secretary, The Brooklyn Union 
Gas Company; Whitman, Ransom, 
Coulson and Goetz (by Colley E. Wil- 
liams and Arthur L. Webber), New 
York 5, Attorneys, for Consolidated 
Edison Company of New York, Inc., 
Westchester Lighting Company, The 
Yonkers Electric Light and Power 
Company, New York and Richmond 
Gas Company; Edward G. B. Fox, 
right of way superintendent, Cazenovia 
Electric Company, Cazenovia; Gould 
and Wilkie (by M. S. Lockhart and 
L. F. Sillin, Jr.), Attorneys, New 
York city, for Central Hudson Gas 
and Electric Corporation; J. E. Barry, 
Corning, Manager and Treasurer, 
Crystal City Gas Company, Addison 
Gas and Power Company. 

LeBoeuf and Lamb (by James 
O'Malley, Jr.), New York, Attorneys, 
for Central New York Power Corpora- 
tion, New York Power and Light Cor- 
poration, Buffalo Niagara Electric 
Corporation; Charles G. Blakeslee, 
John J. Tuohy, and Charles J. 
Tomick, of Counsel, Mineola, for 
Long Island Lighting Company; Al- 
bert J. Danaher, Albany, Attorney, 
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New York Power and Light Corpora- 
tion; Naylon, Foster and Shepard (by 
George Foster, Jr.), New York 6, 
Attorneys, for New York State Elec- 
tric and Gas Corporation, Staten Is- 
land Edison Corporation, The Pat- 
chogue Electric Light Company. 

F. L. Lovett, Nyack, Vice President 
and General Manager, Rockland Light 
and Power Company ; Francis E. Man- 
ley, Nyack, Real Estate Assistant to 
Vice President, Rockland Light and 
Power Company; Nixon, Hargrave, 
Middleton and Devans (by Earl L. 
Dey), Rochester, Attorneys, for Roch- 
ester Gas and Electric Corporation; 
Harold C. Aubry, Staten Island 1, 
Special Representative for Staten Is- 
land Edison Corporation. 


Eppy, Commissioner: [1, 2] This 
case has to do with tariff provisions 
relating to the acquisition of rights of 
way. It may be said generally that 
the tariffs of most companies require 
a prospective customer to acquire the 
right of way where necessary for an 
extension. 

In general in rural areas it would 
appear that with notably few excep- 
tions no difficulty was encountered in 
obtaining extensions when it was 4 
matter of a customer treating with his 
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neighbors. The opinion was voiced by 
a representative of at least one farm 
organization in the proceeding that 
changing the burden so that the com- 
pany would acquire the right of way, 
in the first instance, might well have 
the effect of greatly increasing the cost 
of rural rights of way, and, hence, 
would impede rather than help rural 
electrification. 

While the issues in this case were 
still pending, the Commission in Case 
13994 adopted uniform rules relating 
to electric line extensions throughout 
the state. In complying with the or- 
der in that case certain of the com- 
panies have variously interpreted the 
order in respect to the obtaining of 
line extensions. In theory under our 


order in Case 13994, in any case where 
there was a surcharge, it would make 
no difference whether the company or 
the customer acquired the right of 


way, for if the company acquired it, 
the amount of the surcharge would be 
increased ; in fact, if it were acquired 
at any material cost, it would be to the 
customer’s own benefit to obtain it. 
Where extensions were under 500 
feet (300 feet in 3-phase service) un- 
der our order in that case, it could be 
argued it would be possible for a cus- 
tomer to require a company to acquire 
a right of way from the customer him- 
self. It, therefore, seems appropriate 
in this case to clarify the policy in re- 
spect to the acquisition of extensions. 
Clearly, there are cases where the cus- 
tomer can not acquire the right of way. 
Such cases would be where condemna- 
tion would be necessary. In those 


cases there is no option but to have 
the company acquire the right of way. 
However, inasmuch as the right of 
way, if acquired by the company, 
would constitute part of the cost of the 
line extension, it seems desirable that, 
in the first instance, the proposed cus- 
tomer should have the opportunity to 
acquire and furnish the right of way. 


Conclusion and Recommendation 


It is, therefore, recommended that 
all electric companies in this state be 
permitted to file and without news- 
paper publication put into effect on 
not less than three days the following 
tariff provisions : 

The applicant or applicants shall 
excute and deliver to the company 
free from cost permanent easements or 
rights of way in so far as the exten- 
sion or subsequent additions thereto 
affect the property owned by the ap- 
plicant or applicants for the placing 
and maintaining the extended line. 

The company shall not be obligated 
to commence construction of an exten- 
sion until the applicants have obtained 
for it satisfactory easements or rights 
of way or have agreed to pay a sur- 
charge of 12 per cent of such costs as 
may be incurred by the company if it 
at the applicant’s request obtains such 
easements or rights of way, irrespec- 
tive of the length of the extension. 

This provision should not be man- 
datory for those companies who desire 
to acquire and pay for the rights of 
way. However, in all other cases any 
contrary tariff provisions should be or- 
dered canceled. 
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Re W. F. Cobb 


Case No. 4991, Decision No. 32053 
January 25, 1949 


NVESTIGATION of submetering practices of owners of trailer 
I camps; submetering of electricity prohibited. 


Service, § 170 — Submetering — Residents of trailer camps. 
1. An electric company’s policy of rendering service directly to each trailer 
in a trailer camp through individual company-owned meters and of billing 
each meter as a separate customer of the company, when desired by the 
owner of a permanent trailer camp, was deemed to be fair and equitable in 
order to preclude the improper practice of submetering and reselling by 


trailer camp owners, p. 56. 


Service, § 170 — Submetering of electricity — Residents of trailer camps. 
2. The owner of a trailer camp, by submetering electricity and reselling it 
to residents of the camp for more than he paid for it, was acting in violation 
of rules and regulations filed by an electric company and was acting con- 


trary to the public interest, p. 56. 


APPEARANCES: W. F. Cobb, Den- 
ver, pro se; R. E. Chandler, Jr., Den- 
ver, pro se; C. L. Flower and J. M. 
McNulty, of The Public Utilities Com- 
mission of the State of Colorado, for 
the Commission. 


By the Commission: On October 
6, 1948, the Commission received a 
complaint from one R. E. Chandler, 
Jr., a resident of the Crestview Trailer 
City, 5580 North Federal boulevard, 
Denver, Colorado, said location being 
outside the city limits of the city and 
county of Denver, to the effect that the 
owner of said Trailer City, Mr. W. F. 
Cobb, of 4040 West 38th avenue, Den- 
ver, Colorado, was submetering elec- 
trical energy and reselling it to the 
residents of Trailer City at a monetary 
consideration in excess of the amount 
paid by him to the Public Service 
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Company of Colorado, from whom he 
purchased the electrical energy. 

The Commission, on its own motion, 
determined to hold an investigation 
and hearing in the above-entitled mat- 
ter, which was set for hearing, and 
heard, in the Commission’s hearing 
room, 330 State Office building, Den- 
ver, Colorado, on the 29th day of No- 
vember, 1948, after due notice to all 
parties in interest. 

At the conclusion of said hearing, 
the matter was taken under advise- 
ment by the Commission. 

Mr. Chandler testified that he re- 
ceived bills monthly from the Trailer 
City, in which the number of kilowatt 
hours used by him were billed at the 
rate of 4 cents per kilowatt hour, while, 
to the best of his knowledge, Public 
Service Company of Colorado billed 
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the Trailer City at something slightly 
over 2 cents per kilowatt hour. He 
produced copies of his bills in evi- 
dence as Exhibit No. 1. 

Mr. Cobb testified, on his own be- 
half, to the effect that he did bill all 
users in Trailer City at 4 cents per 
kilowatt hour. He admitted that this 
was more than he paid for it, but stated 
he wanted to recoup the moneys he 
had invested in meters, wiring, and 
labor of installation. He did not know 
that he was operating in violation of 
any rules of the Public Service Com- 
pany or of this Commission. He also 
stated he was willing to do whatever 
was ordered; that he was primarily 
in the trailer camp business, and was 
not interested in the utility business as 
such, but that, in order to protect his 
interests, he thought it necessary to 
submeter. 


Various members of the Trailer 


Camp Association told the Commis- 
sion at the hearing that submetering 
developed because they found it impos- 
sible to rent trailer space on a flat-rate 
rental basis, with electric service in- 


cluded in the rent. When this type of 
rent was charged, the trailer camp oc- 
cupants would install electric heaters, 
hot water heaters, stoves, and other 
electrical appliances, so that most of 
the rental from the space was being 
paid by the trailer camp operators for 
the electric bill. 


The Commission’s staff, at the hear- 
ing, asked for additional time, before 
the order in the instant matter issued, 
to make a further study so they could 
fully inform the Commission of the 
operating conditions and make recom- 
mendations for a solution that would 
be equitable to both the trailer camp 
operators and the trailer occupants. 


Such a study has been made by the 
Commission’s staff, together with 
members of the Public Service Com- 
pany, of the physical setup of the var- 
ious camps, the method of billing, and 
the various conditions met in supply- 
ing electric service to trailers. A rep- 
resentative number of camps were 
visited and, after the due considera- 
tion, recommendations were made to 
the Commission by its staff. 

From said report, it appears that 
only under certain conditions have the 
trailer camp operators found it eco- 
nomically feasible to supply their 
camps with electricity without the use 
of either checkmeters or submeters. A 
checkmeter is one placed by the opera- 
tor to determine if a particular user is 
abusing the privilege of the flat rate 
billing of electricity in the rent. No 
separate bill is rendered for electric 
service with a checkmeter, its sole pur- 
pose being to determine if the service 
is being abused by too large a usage. 
The submetering usually developed as 
a result of checkmetering. When a 
particular user, after being checkme- 
tered, refused to codperate by reducing 
his usage or agreeing to an increase 
in rent, the meter was left connected, 
read monthly, and a bill then submitted 
to the trailer occupant for the electric- 
ity used. The trailer camp operators 
set submeters and did the billing in 
self-defense, to eliminate the unfair 
practices of the large user and to pro- 
tect themselves against large bills 
from the electric company for which 
they, in turn, were not being reim- 
bursed. 

Checkmeters, when properly used, 
do not in themselves correct the situa- 
tion that they show to exist, but lead 
to submetering, which is a violation of 
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the rules of the Public Service Com- 
pany as filed with this Commission. 
The schedule of electric rates filed by 
the Public Service Company of Colo- 
rado, 3rd Revised Sheet No. 128, 
Colorado P. U. C. No. 3, applicable in 
the territory in which said Trailer City 
is located, provides as follows: “Serv- 
ice hereunder is for the exclusive use 
of the customer and shall not be resold 
and is not available for standby pur- 
poses.” 

The above rule is certainly not dis- 
criminatory, because it protects both 
the utility and the customer from a 
middleman. If it were not for this 
rule, a middleman could intervene be- 
tween the utility and its customers, to 
the detriment of both. 


In the instant case, Cobb buys his 
electricity on a commercial rate, and 
although he sells it at a flate rate of 


4 cents per kilowatt hour, he stands to 
make money at the expense of the Pub- 
lic Service Company, which is deprived 
of customers who should be individual- 
ly on the company’s residential rate. 

Were the practice of submetering to 
be permitted, and carried to the ex- 
treme, it is not beyond the power of 
imagination to have a condition where- 
by the middleman would be deriving 
income that should accrue to the utili- 
ty, to such an extent that the utility 
would be faced with an increase in 
rates at the expense of its remaining 
customers, because it was losing reve- 
nue to a middleman who was not an- 
swerable to anyone but himself in set- 
ting rates and determining rules of 
service. 

The Massachusetts Department of 
Public Utilities, in Perry v. Boston 
Edison Co. No. 7697, October 31, 
1947, 70 PUR NS 161, 164, was 
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faced with the possibility of just 

a situation as outlined above. Th 
opinion of the Department stated, iy 
part: “This Department would con 
sider a request of Edison for $1,000, 
000 additional gross revenue per yea 
as a major item on its calendar. Ed 
ison’s president frankly stated that if 
Edison had the income these middle 
men are getting, it might help avoid 
increased rates, if it did not actually 
result in decreased rates to the general 
public. In fact, the more deeply and 
dispassionately the record is studied, 
the more doubt appears as to the eco- 
nomic or legal justification of this 
practice.” 

[1, 2] As a result of the study of 
electric service to trailer camps, con- 
ducted by the Commission’s staff and 
the Public Service Company, the com- 
pany has filed with the Commission a 
“Policy Relative to Supplying Electric 
Service to Trailer Courts.” After a 
careful study of this policy as filed, 
the Commission is of the opinion that 
this is a very fair and equitable policy 
for all concerned. The policy, as filed, 
is herewith quoted in full: 


“Public Service Company of Colorado 


Policy Relative to Supplying Electric 
Service to Trailer Courts 


“Company rules and regulations 
applicable to its general electric rate 
schedules, as filed with the Public Util- 
ities Commission and the regulatory 
authorities of home rule cities, explicit- 
ly prohibit the submetering and resale 
of electricity. 

“It has come to the attention of the 
company that owners or operators of 
certain trailer parks served on its 
system, in violation of such prehibition 
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of resale, have installed privately 
@wned meters to measure the electrical 
onsumption at individual trailers, 
nd, although perhaps initially pur- 
chased for checkmetering purposes, 
sich meters are now used for the ex- 
‘Mpress purpose of reselling electricity to 
Mirailer tenants, which practice must be 
discontinued. 

“All trailer parks are presently sup- 
plied electric service through master 
meters at the commercial rates appli- 
cable. Many operators of these es- 
tablishments have apparently not found 
it expedient to resort to submetering 
but rather include all costs of electric 
service te their tenants in the rental 
charges. However, other operators 
daim that excessive usage of electricity 
by trailer occupants, for space-heating 
and other usages beyond that contem- 
plated, is so common that separate me- 
ters for each trailer and reimbursement 
for the energy consumed is vitally es- 
sential te the protection of their busi- 
ness. 


“In the interest of all concerned, 
therefere, the company will, when de- 
sired by the owner of any trailer park 
considered “‘permanent” by the com- 
pany, render electric service directly 
to each trailer space through individ- 
ual company-owned meters and bill 
each meter as a separate customer of 
the company, in accordance with the 
provisions of the following stated con- 
ditions and policy. It is recognized, 
however, that many trailer park opera- 
tors may desire to purchase their entire 
electric service requirements through 
master meters, and without resorting 
to submetering and resale receive reim- 
bursement therefor by rent inclusion, 
which is not in violation of company 
tules and regulations. The choice of 


master metered service without sub- 
metering or direct service by the com- 
pany to individual trailers shall remain 
optional with the trailer park owner. 
The company will not, however, con- 
tinue to serve customers who persist in 
reselling electricity after reasonable no- 
tice has been given by the company or 
the regulatory authority having ju- 
risdiction, to discontinue submetering. 

“Upon request of the trailer court 
owner, the company will render sepa- 
rately company-metered electric serv- 
ice to trailers as individual customers 
of the company, and 
“I. To facilitate the rendering of 
such service the company will agree: 

“1. To construct, own and maintain 
the necessary overhead primary and/or 
secondary distribution systems in 
trailer parks. 

“2. To furnish the necessary service 
feeds consisting of conduit, conduit 
fittings and wire, or other approved 
service feed materials, and meter 
housings. For all new trailer parks 
this material will be furnished to the 
property owner for installation by his 
electrician in accordance with compa- 
ny’s rules governing customer’s elec- 
tric wiring and installations. For 
trailer parks presently served, this ma- 
terial will be furnished and installed 
at the expense of the company. 

“3. To offer to purchase any sub- 
meter presently in use from its owner 
at a price to be fixed by the company 
based upon the specific value of such 
meter to the company for use in its 
business or upon a nominal price of 
one dollar if not usable by the company. 

“4. To offer to purchase any pres- 
ently installed privately owned over- 
head wiring useful for the distribution 
system of the company, including serv- 
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ice feeds, at a price to be determined 
by the company. 

“TI. Therefore the trailer court owner 
shall agree: 

“1. To provide the company with 
satisfactory evidence that his trailer 
lots or spaces and general facilities 
and operations comply with all provi- 
sions of any trailer park ordinance or 
other rules and regulations of the au- 
thorities having jurisdiction. 

“2. To provide the necessary pole 
or timber supports for company’s serv- 
ice loops, service feeds, housings, and 
meters in such location or locations 
as specified by the company. The 
minimum dimensions, height, etc., of 
such supports shall be as specified by 
company engineers to assure compli- 
ance with electric codes or ordinances 
applicable and company standards. 
Yard lighting and other general serv- 
ice wiring, unless underground, should 
be installed on such service supports 
by the trailer court owner in such man- 
ner as not to inferfere with the proper 
clearances for the company facilities 
to be attached thereto. 

“3. To furnish, install, and main- 
tain all general service wiring, and the 
fusing or protective equipment and de- 
vices necessary for the utilization of 
direct company service by individual 
trailers, in accordance with company 
rules governing customers electric 
wiring and installations. 


“4. To display, in a permanent man- 
ner, the identifying lot numbers of each 
trailer space for which separately com- 
pany-metered electric service is desired. 

5. To take all reasonable precau- 
tions in the operation of his trailer 
park to protect the property of the 
company installed upon his premises 
and to report to company any evidence 
78 PUR NS 


of irregularity or tampering with com 
pany facilities. 

“6. To make application and nego 
tiate a separate contract with compan 
for service to each trailer lot at whid 
separately metered electric service j 
desired or require the trailer tenants ty 
do so. Each contract so executed sha 
be considered by the company as a sep 
arate customer contract and will bh 
billed separately by the company und 
the terms and conditions of its residen 
tial rate schedules and all rules and 
regulations applicable to the furnishing 
of electric service by the company. 


“Rates 

“1. The service supplied to each in- 
dividual trailer lot by the company 
will be billed at the residential rate 
applicable, subject to the terms and 
conditions of such schedule and the 
rules and regulations pertaining there- 
to. 

“2. General trailer park service for 
flood lighting, community wash rooms, 
signs, etc., and service for trailer lots 
set aside by the operator for transient 
trailers and where the electric service 
will be included in the rental charge, 
shall be supplied through a single com- 
pany meter and will be billed at the 
commercial rate applicable, subject to 
the terms and conditions of such sched- 
ule and rules and regulations pertain- 
ing thereto. 


“Underground Distribution 

“1. In accordance with the compa- 
ny’s underground extension policy, any 
trailer park may obtain an under- 
ground line extension from company’s 
established overhead distribution sys- 
tem or from an underground system 
previously established upon request for 
individually metered service for trailer 
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spaces by paying company the total 
cost of the extension facilities, not sub- 
ject to refund. Title to the extension 
facilities shall vest in company, and 
company will provide operation and 
i@maintenance thereof. 

“2. In a case where the electric wir- 
ing in a trailer park is presently in- 
stalled underground (privately owned 
Zand maintained) and is constructed in 
such manner regarding materials and 
workmanship as to meet with the ap- 
proval of the company, and company 
metered service is desired for each 
trailer, the company will, upon written 
authority agreeable to it, take over the 
operation and maintenance expense of 
that portion of the underground sys- 
tem necessary and useful for the dis- 
tribution system of the company (such 
expense shall be charged to Account 
762.25). Cost of severance of that 
underground wiring to be used for gen- 
eral purposes, from the underground 
distribution system to be operated and 
maintained by the company and the 
cost of reconnection of such general 
purpose wiring, shall be borne by the 
property owner. The cost of minor re- 
habilitation of the existing customer- 
owned underground distribution sys- 
tem which is to be operated and main- 
tained by the company, if necessary to 
comply with construction standards of 
the company, shall be borne by the 
company (charge Account 762.25). 
Future extensions of the under- 
ground distribution system to separate- 
ly meter additional trailers shall be 


made by the company at the cost of the 
property owner in accordance with § 1 
preceding. 

“3. In a case where the electric wir- 
ing in a trailer park is presently in- 
stalled underground and is not con- 
structed. in such manner regarding 
materials and workmanship as to 
meet with the approval of the com- 
pany, the company will advise the 
owner of the necessary work to be per- 
formed, at his expense, to secure com- 
pany-metered service for individual 
trailers. Upon compliance, the com- 
pany will then take over the operation 
and maintenance of the underground 
system as provided in § 2 preceding. 
In the event the owner does not 
wish to rehabilitate the present un- 
derground system to meet the speci- 
fications of the company and com- 
pany-metered electric service is de- 
sired for each trailer, the company 
will construct an overhead distribution 
system for such service as provided 
herein. In the event an overhead sys- 
tem is not acceptable to the owner only 
master metered service will be supplied 
and the submetering must be discon- 
tinued upon notice. 

January 10, 1949.” 


The Commission finds: 

That submetering, as practiced by 
W. F. Cobb, owner of the Crestview 
Trailer City, is in violation of the rules 
and regulations as filed by the Public 
Service Company of Colorado with 
this Commission, and is not in the 
public interest. 
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Re Eastern Gas & Fuel Associates 


File Nos. 70-2039, 54-126, 59-76, Release No. 8914 
March 9, 1949 


ECLARATION under Holding Company Act with respect te 
issuance of bonds; declaration permitted to become effective 
without conditions requested by committee for stockholders. 


Mortgages, § 5 — Bond indenture — Provision as to Commission jurisdiction. 
A supplemental indenture to secure additional bonds, permitted by the Se- 
curities and Exchange Commission to be issued by a holding company, 
should not contain a provision to the effect that the pledge of property and 
all terms and conditions of the indenture are subject to change by action 
of the Commission, since the statement would be only declaratory of the 
Commission’s inherent powers under the Holding Company Act and might 
lead to confusion and injury to the interests of the company. 


By the Commission: Eastern Gas 
and Fuel Associates (‘“‘Eastern”), a 
registered holding company and a sub- 
sidiary of Koppers Company, Inc., 
also a registered holding company, has 
made a filing under the Public Utility 
Holding Company Act of 1935 (the 
“Act”) with regard to the issue and 
sale, pursuant to the competitive bid- 
ding requirements of Rule U-50, of 
$12,000,000 principal amount of its 
first mortgage and collateral trust 
bonds, — per cent series due March 1, 
1974. The bonds are proposed to be 
issued pursuant to and secured by 
Eastern’s present indenture dated as 
of July 1, 1945, and a supplemental 
indenture to be dated as of March 1, 
1949. The interest rate on said bonds 
and the price to be received by East- 
ern are to be determined by the com- 
petitive bidding. Under the sinking- 
fund provisions applicable to the pro- 
posed new bonds 100 per cent of the 
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issue would be retired at or before 
maturity. 

The filing states that Eastern and 
its subsidiaries are engaged in an ex- 
tensive construction program, which 
has required and will require substan- 
tial expenditures. Of the bonds to be 
sold, about $5,400,000 thereof are to 
be issued on the basis of the certifica- 
tion to the indenture trustee of exist- 
ing property additions constructed or 
acquired since January 1, 1945, and 
represent 60 per cent of such property 
additions. The balance of approxi- 
mately $6,600,000 of the proceeds 
from the sale of the bonds will be de- 
posited with the indenture trustee to 
be drawn down from time to time 
against the certification of additional 
net property additions. Eastern an- 
ticipates that a substantial amount of 
the cash so deposited will be drawn 
down during 1949 and the balance of 
the cash during 1950. 





RE EASTERN GAS & FUEL ASSOCIATES 


Eastern has heretofore filed with 
this Commission a Notification of 
Registration as a holding company 
under the Act, which purports to limit 
such registration, in essence, to the 
provisions of § 11 (b) (2), 15 USCA 
§ 79k (b) (2), and, only to the ex- 
tent necessary to implement § 11 (b) 
(2), to the provisions of §§ 11 (c), 
(d), (e), (£), and (g) and of §§ 6 
and 7, 15 USCA §§ 79 f, 79 g.  Fol- 
lowing such registration, we instituted 
proceedings with respect to Eastern 
under § 11 (b) (2) of the Act, and 
Eastern filed its answer admitting the 
material allegations of fact set forth 
in our notice and also filed, pursuant 
to § 11 (e) of the Act, a plan of re- 
capitalization designed to effectuate 
compliance with § 11 (b) (2). Ata 
later date we consolidated the proceed- 
ings under § 11 (b) (2) with those 
involving the plan of recapitalization. 


The instant filing is in the form of 
a declaration wherein Eastern has 
designated § 7 of the Act, to the ex- 
tent necessary to implement compli- 
ance with the provisions of § 11 (b) 
(2), and Rules U-20 to 24 inclusive, 
and Rule U-50, as being applicable 


to the proposed transactions. We 
consolidated the proceedings in re- 
spect of the said declaration with the 
aforementioned consolidated proceed- 
ings. 

A hearing was held after appropri- 
ate notice, at which no one appeared 
in opposition to the proposed financ- 
ing. However, the Committee for the 
holders of the 6 per cent cumulative 
preferred stock of Eastern (the “Com- 
mittee”) submitted by a letter a state- 
ment of its views regarding the pro- 
posed financing. In that statement the 
Committee stated that it has no ob- 


jection to the approval of the declara- 
tion “provided the Commission orders 
that the indenture under which the 
new bonds are issued shall contain a 
provision to the effect that the pledge 
of property under it and all other 
terms and conditions of the indenture 
are subject to change by the action of 
the Securities and Exchange Commis- 
sion in the exercise of its powers un- 
der § 11, or any other applicable sec- 
tion, of the Public Utility Holding 
Company Act.” The Committee went 
on to say that “We believe that such 
a provision would be declaratory of 
the Commission’s inherent powers 
under the Act but that it should be 
incorporated into the indenture for 
purposes of clarification and to obvi- 
ate possible litigation in the future 
should the Commission order divest- 
ment of properties or otherwise alter 
the rights of the bondholders under 
the proposed indenture.” 

It appears that the Committee is 
concerned that the terms of the sup- 
plemental indenture relating to the 
pledge and release of properties and 
securities thereunder may prejudice 
its interests and contentions in the 
pending proceedings with respect to 
the recapitalization of Eastern. There 
are presently outstanding over $38,- 
000,000 principal amount of 34 per 
cent first mortgage and collateral trust 
bonds secured by an indenture which 
contains provisions, not proposed to be 
altered, for the pledge of property and 
securities which are similar to those in 
the proposed supplemental indenture 
securing the $12,000,000 principal 
amount of new bonds. It is clear 
therefore that the issuance of new 
bonds would not in substance create 
any additional prejudice to the Com- 
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mittee’s position. We note that the 
Committee in its statement has admit- 
ted that the proposed provision is 
“only declaratory of the Commission’s 
inherent powers under the Act.” The 
infusion in the supplemental indenture 
of such a provision, which is in effect 
conceded by the Committee to be su- 
perfluous, would, if interpreted as 
meaning anything other than a decla- 
ration of the Commission’s inherent 
power, lead to confusion and might be 
deleterious to the interests of the com- 
pany. In view of the above, we be- 
lieve it would be improper to adopt 
the provision urged by the Commit- 
tee. However, our order herein will 
provide that jurisdiction shall be re- 
served to consider and determine all 
matters in the pending consolidated 
proceedings (File Nos. 59-76 and 54— 
126) not hereby considered and deter- 
mined. 

We have noted above that Eastern 
has registered for the limited purpose 
of compliance with § 11 (b) (2) and 
related sections, and that the proposed 
financing has been presented under the 
provisions of § 7 in so far as neces- 
sary to implement compliance with 
the provisions of § 11 (b) (2). With- 
out attempting here to resolve what- 
ever ultimate questions there may be 
as to the validity and scope of the 
form of registration, we haxe exam- 
ined the financing in the light of its 
bearing upon the capital structure of 


Eastern and of related problems under 
§ 11 (b) (2). On this basis we have 
found no reason to disapprove the 
issuance and sale of the proposed 
bonds. 

Wherefore it is ordered that the 
said declaration as amended be, and 
the same hereby is, permitted to be- 
come effective, subject, however, to 
the terms and conditions contained in 
Rule U-24 and to the following addi- 
tional conditions: 

(1) That the proposed issuance 
and sale of bonds by Eastern shall not 
be consummated until the results of 
competitive bidding pursuant to Rule 
U-50 shall have been made a matter 
of record in these proceedings and a 
further order shall have been entered 
by the Commission in the light of the 
record so completed, which order may 
contain such further terms and condi- 
tions as may then be deemed appropri- 
ate. 

(2) That jurisdiction be reserved 
with respect to all fees and expenses 
of all counsel and of the financial ad- 
viser to be paid in connection with the 
proposed issuance and sale of bonds; 
and 

It is further ordered that jurisdic- 
tion be, and it hereby is, reserved to 
consider and determine all matters 
in the pending consolidated proceed- 
ings (File Nos. 59-76 and 54-126) 
not hereby considered and deter- 
mined. 
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INDIANA PUBLIC SERVICE COMMISSION 


Re Northern Indiana Public Service 
Company 


No. 20883 
January 5, 1949 


pipet for approval of minimum payment charge in certam 


gas rate schedules; granted. 


Rates, § 375 — Minimum gas charge — Uniformity. 
A gas utility having in effect a minimum payment charge of one dollar 
monthly for most of its customers, but having a smaller minimum charge 
for service to certain groups, should make a uniform and nondiscriminatory 
charge of one dollar per meter per month where a lower charge is less than 
the cost of supplying gas to such minimum customers, exclusive of any 
allowance for depreciation and return. 


APPEARANCES: Lawyer and An- 
derson, Attorneys, Hammond, for pe- 
titioner; Glenn R. Slenker, Public 
Counsellor, and Robert E. Jones, As- 
sistant Public Counsellor, for the pub- 
lic. 

By the Commission: Northern 
Indiana Public Service Company filed 
its petition on September 3, 1948, in 
which it prayed that after due notice 
and hearing a minimum payment 
charge of one dollar per meter per 
month for gas supplied by petitioner 
be approved and made effective as in 
the petition requested, and for such 
further relief as was proper in the 
premises. 

The Commission set the matter for 
public hearing on Wednesday, Janu- 
ary 5, 1949, at 10 o’clock a. M. in the 
rooms of the Commission, 401 State 
House, Indianapolis, Indiana, and no- 
tice of the time and place of such hear- 
ing requesting public participation was 
duly published in two newspapers of 
general circulation printed and pub- 
lished in the English language in Lake 


county, Indiana, wherein reside pa- 
trons and customers of the petitioner 
who might be affected by an order 
made by the Commission pursuant to 
said hearing, one of said publications 
being in The Hammond Times on 
December 16, 1948, and one of said 
publications being in the Crown Point 
Register on December 16, 1948, and, 
in addition, the Commission on De- 
cember 13, 1948, mailed notice of the 
filing with it of said proceeding and 
of the time and place of such hearing 
requesting public participation to the 
petitioner, the public counselor, the 
mayor, city attorney, and to the repre- 
sentatives of all cities and towns af- 
fected by such hearing, application, 
and proceeding. , 

During the hearing testimony in 
support of the subject matter of the 
petition was given under oath by E. D. 
Anderson, vice president of petitioner, 
and petitioner introduced in evidence 
its exhibit numbered 1. 

The evidence presented by petition 
shows that Northern Indiana Public 
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Service Company is a public utility 
subject to the Public Service Commis- 
sion Act of Indiana; that it is a cor- 
poration incorporated under the laws 
of the state of Indiana with its princi- 
pal place of business and address in 
Hammond, Indiana; that it is en- 
gaged in supplying gas, electricity, and 
water under indeterminate permits 
and franchises duly acquired to the 
public in the northern part of the state 
of Indiana; that it supplies gas to ap- 
proximately 201,000 customers resid- 
ing in 60 cities, towns, and communi- 
ties in 18 counties in the northern part 
of the state of Indiana; that said cus- 
tomers are supplied with gas from 
plants, equipment, and systems owned, 
operated, managed, and controlled by 
petitioner for more than ten years last 
past ; 

That the schedules of rates, tolls, 
and charges for gas supplied by peti- 
tioner to its customers are on file with, 
and have been approved by, the Com- 
mission; that said schedules of rates, 
tolls, and charges, other than those 
under which certain commercial and 
industrial customers are served, gen- 
erally provide a base rate with a mini- 
mum payment charge of one dollar per 
meter per month, but in some instances 
such minimum payment charge is less 
than one dollar per meter per month; 
that a list of the schedules of gas rates, 
tolls, and charges on file with the 
Commission containing minimum 
charges of less than one dollar per 
méter per month which petitioner 
herein desires to change to one dollar 
per meter per month and the locations 
where such rate schedules are effective 
are as follows: [List omitted. ] 


That about 17,083 (or 8.50 per 
cent) of petitioner’s 201,000 gas cus- 
tomers are supplied with gas under 
schedules providing for a minimum 
payment of less than one dollar per 
meter per month ; that about 4,323 (or 
2.15 per cent) of petitioner’s said cus- 
tomers will be increased by raising the 
minimum payment charge in such 
cases from the present minimum pay- 
ment charge of 60 cents and 75 cents 
per meter per month to one dollar per 
meter per month; that such change in 
the minimum payment charge will in- 
crease petitioner’s gas revenue an ¢s- 
timated $12,264 per annum or about 
35/100 of one per cent, as related to 
petitioner’s gas revenue in the terri- 
tory where said rates are in force; that 
a minimum payment charge of less 
than one dollar per meter per month 
is less than the cost of supplying such 
gas service to such minimum custom- 
ers, exclusive of any allowance for de- 
preciation and return on the property 
devoted to the service; that the mini- 
mum payment charge of the base rate 
should be made uniform throughout 
petitioner’s territory and not less than 
one dollar per meter per month to 
provide a uniform and nondiscrimina- 
tory minimum payment charge; 

The Commission finds from the evi- 
dence that the allegations in the peti- 
tion are true and have been proven; 
that it is in the public interest to ap- 
prove a proposed minimum payment 
charge for gas service by petitioner of 
one dollar per meter per month, as 
prayed for in the petition, and that the 
prayer of the petition should be 
granted, and it will be so ordered. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Irvington Offers New Low-Cost 


Varnished Fiberglas Insulation 
NEW varnished Fiberglas insulation, which, 
because of its lower cost, is expected to 
greatly broaden use of this desirable Class B 
insulating material, has been announced by the 
Irvington Varnish & Insulator Company, 
Irvington 11, New Jersey. 

According to the manufacturer, this new in- 
sulation affords higher dielectric strength and 
greater flexibility than the conventional ma- 
terial because of a new principle employed in 
weaving the base Fiberglas cloth. This new 
weave permits better penetration of the insulat- 
ing varnish between the cloth fibers and pro- 
vides greater flexibility of the varnished 
product, while the mechanical strength more 
than meets all requirements for core wrap- 
pings, field coils, punchings, etc. 

Complete information can be obtained from 
the Irvington company. 


Special Pipe-Stripping Buckets 
Offered by Cleveland Trencher 


gm stripping buckets for stripping 
pipe for take-up and repair have been an- 
nounced by The Cleveland Trencher Company 
as now available. The special buckets are de- 
signed for installation on the digging wheel of 
Cleveland’s trenching machines. They are of- 
jlered in two sizes (16 in. and 22 in.), strip- 
ping pipe from 4 to 16 in. in diameter and per- 
mitting excavating down to and along both 
sides of the pipe to at least its horizontal diam- 
eter, thus completely freeing the pipe for take- 
up with no bending damage due to earth bind. 
_ The contour of the stripping buckets greatly 
facilitates their following and staying on the 
line despite sidebends. Because the buckets 
are practically concentric with the pipe being 
exposed, all danger of tooth or rooter damage 
is Virtually eliminated. 

According to the manufacturer, the stripping 
buckets have been thoroughly tested and have 
been used with high efficiency by pipeline com- 
panies, public utilities, and contractors in vari- 
ous sections of the country. Details and litera- 
ture are available by writing The Cleveland 
Trencher Company, 20190 St. Clair avenue, 
Cleveland 15, Ohio, 


New Sign Service 


A NEW sign service which provides indi- 
vidualized signs and private brand-name 
advertising has been announced by the Porce- 
lain Enamel Finishers. 

Finished in porcelain enamel, the signs can 
be used for outdoor service where resistance to 


all types of weather and corrosive atmosphere 
is necessary. They are available in any size or 
shape and in any quantity. The company will 
finish signs already fabricated or will produce 
them to any specification, designing signs when 
requested. 

The service is recommended by the manu- 
facturer for public utilities and other businesses 
that employ identifying, safety, or instructional 
signs. 

Further information is available by writing 
the Porcelain Enamel Finishers, Dept. EE-8, 
3221 West 30th street, Chicago. 


Weston Announces Analyzer for 
Low Level Speech Circuits 


NEW Weston analyzer designed specifically 

for communication system maintenance— 
telephone, carrier current, and transmission 
line measurements—has been announced by the 
Weston Electrical Instrument Corporation, 
617 Frelinghuysen avenue, Newark 5, New 
Jérsey. 

Listed as the Model 779, Type 5, this new 
analyzer measures low level speech circuits 
with a minimum of disturbance of these cir- 
cuits, It is entirely self-contained, requiring no 
power line connection; being ungrounded, all 
problems of unbalance on transmission lines or 
signal circuits are eliminated. 

Complete information and technical data can 
be had from the manufacturer. 


New Public Utility 
Annunciator 


Coes designed for heavy-duty opera- 
tion by public utilities and industrial plants, 
the Autocall Company’s versatile new “ANFA” 
is an Annunciator which may be incorporated 
in new or existing control panels, actvator 
boards, or instrument panels to indicate the 
occurrence, continuance, or termination of any 
event that is physically perceptible. For ex- 
ample, the “ANFA” may be connected to the 
normally open contacts of a remote thermostat 
or thermocouple to indicate when a pre-deter- 
mined high or low temperature is reached; or 
it may be connected to a diaphragm switch to 
signal excess or low pressure. Connected with 
any switch which will close when physical 
movement occurs, it will indicate the opening 
or closing of doors, valves, gates, etc. Used in 
conjunction with a photo-electric cell, it will 
signal the interruption of a beam of light be- 
tween a lamp and the cell, or the actuation of 
the cell in the presence of light. Connected to 
float switches it will indicate when a liquid 
level rises above or drops below a pre-deter- 
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mined point ; and when used with flow switches 
it will signal the starting, stopping, or continu. 
ance of the flow of liquid. 

With such versatility of operation possibl. 
the “ANFA” may be used to provide automa. 


ot LOUK 


YES, the iO 


UNDERWRITERS 


10) 2-900) 1133 tic, continuous supervision of virtually any 
PENN-UNION Connector operation or process which has a physical 
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LARGER SURFACES 


for the WRENCHES—a good - sized 


HEX Top and Bottom 


The men who use connectors appre- 
ciate the better design of the Penn- 
Union—especially when they have to 
make a splice in close quarters, or any 
unhandy location. 


Better Design is a feature of the en- 
tire Penn-Union line, which includes 
Tees and Taps, Straight Connectors, 
Terminals, Grounding Clamps, and 
many more fittings . . . every one thor- 
oughly dependable, mechanically and 
electrically. Preferred by leading users, 
who have found that “Penn-Union” 
on a fitting is their best guarantee of 
unfailing service. 


Sold by Leading Wholesalers 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. 


The COMPLETE Line of Conductor Fittings 


PENN-UNION 


CONUUC Ton 2 ee ee 





movement or which can be converted to move. 
ment to close two contacts in a switch. This 
continuous supervision helps eliminate or ma- 
terially reduce costly breakdowns, shutdowns, 
and even disastrous explosions. 

For complete information on the “ANFA” 
and other types of Autocall Annunciator; 
write: The Autocall Company, Shelby, Ohio 


Elliott Bulletin on Air or 
Water Driven Tube Cleaners 


FOUR-PAGE bulletin (Y-24), on air or water 
driven tube cleaners for small tubes, 
straight or curved, has been released by Elliott 
Company’s Lagonda division, Springfield, 
Ohio. 
Illustrated are disassembled views of motors, 
circular and expanding brushes, cutter and 
scraper heads. A size tabulation is included. 


Trumbull Issues Circular on 
LVD Flex-A-Power 


4-PAGE circular devoted to explaining the 

many product features and advantages of 
LVD (Low Voltage Drop) Flex-A-Power 
has been issued by The Trumbull Electric 
Manufacturing Company. 

The circular describes LVD Flex-A-Power 
as the busway that “is used a as feed- 
er lines for the transfer of heavy current . 
or as main feeders for power and light.” 

Copies of circular 152 may be obtained by 
writing to The Trumbull Electric Manufactur- 
ing Company, Plainville, Connecticut. 


New Air Recovery Booklet 


ce DrEAM OF GREEN AiR,” the title of a 
new booklet offered by the W. B. 
Connor Engineering Corporation, tells the 
story of a worried business man who is 
troubled by a vision in which the conditioned 
air in his building becomes the color. of money, 
all the more disturbing because much of it is 
being lost. It tells also how he learned what 
can be done to stop this economic waste. 

In easy, narrative style and with simple dia- 
grams, the booklet explains how much of the 
energy, or money, spent to, cool or heat air is 
actually thrown away because the air has 
picked up a minute quantity of odors. It points 
out that an almost unbelievably small concen- 
tration of odors is sufficient to make the er- 
tire atmosphere objectionable—less than ont 
ten-thousandth of one per cent in volume is 
enough—and demonstrates the wastefulness of 
exhausting as much as more than one-half of 
costly conditioned air just to get rid of such an 
infinitesimal amount of impurities. 

The alternative to this extravagant practice, 
it is held, is “Air Recovery” by activated car- 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
N. B. information. 
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ho is 
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rita National or Sectional Coverage 
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bon purification. By “recovering” and re- 
circulating air that is already at the right 
temperature, humidity, etc., less new uncondi- 
tioned air is required and hence less condition- 
ing capacity. 

A “Dream of Green Air” may be obtained 
by writing for Dorex Bulletin 118 to W. B. 
Connor Engineering Corporation, 112 East 
2nd street, New York 16, New York. 


Electric Utilities Plan Large 
Expansion Programs 


Te meet the increasing demand for service, 
the electric industry is continuing its pro- 
gram of postwar expansion. There is evidence 
of this:construction activity in practically all 
sections of the country. 

Many electric utility companies—in keeping 
with the current practice of informing stock- 
holders and others who may be interested— 
comment in theirmannual reports for 1948 upon 
their plans for expansion of facilities. 

The excerpts below, culled from a score or 
more of annual reports serve as a cross-section 
illustration of the extent of this expansion pro- 
gram of the electric industry: 

Alabama Power Company (Birmingham, 
Ala.) has long-term construction plans involv- 
ing new generating stations, transmission, and 
distribution lines and other facilities. Expendi- 
tures have increased substantially year by year 
until in 1948, they amounted to $18,683,000 

American Gas & Electric Company (30 


Church St., New York 8) has increased its 
five-year expansion program, begun in 1947, to 
meet the expected demand upon the system’s 
facilities. The latest estimate of expenditures 
for the years 1949 to 1951 amounts to approxi- 
mately $198,500,000, — the total expected 
for the five years $305,000 

Associated Electric C ompany (61 Broadway, 
New York 6) has a 1949 construction program 
which will involve expenditures of around $22. 
500,000. Expenditures by subsidiaries for addi- 
tions and improvements to utility plant for 
1948 amounted to $21,660,000 

Carolina Power & Light Company (Raleigh, 
N. C.) proposes to spend approximately $17,- 
500,000 during 1949. Included in this figure is 
expenditure for initial stage of construction of 
a new steam electric generating plant. 

Cincinnati Gas & Electric Company (Cin- 
cinnati, Ohio) estimates that $26,000,000 will 
be required in 1949 and $14,000,000, in 1950 
for a heavy construction program ahead. 
(From report to stockholders, 2/5/49). 

Columbus and Southern Ohio Electric Com- 
pany (Columbus, Ohio) estimates that, if the 
electric construction program proceeds on 
schedule, construction expenditures for 1949, 
1950, and 1951 will total approximately $49,- 
Consolidated Edison Company of New York, 
Inc., (4 Irving place, New York 3) plans to 
spend $101,000,000 in 1949 but with lesser 
amounts for the next three years. Present 
plans for the four-year period 1949-1952 con- 











JUNE 9, 1949 


This is under no carcumstances to be construed as an offer:ng of these Securities for sale. or as an offer to buy, or as a 
solicitation of an offer to buy. any of such securities. The offer is made only by means of the Prospectus 


NEW _ ISSUE 


May 18, 1949 


800,000 Shares 


Southern California Edison Company 
Common Stock 


($25 par value) 


Price $32.25 per share 


Copies of the Prospectus may be obtained from any of the several underwriters. 
including the undersigned, only in States in which such underwriters are qualified to 
act a° dealers in securities and in which such Prospectus may legally be distributed 


The First Boston Corporation 
Dean Witter & Co. 
William R. Staats Co. 





Harris, Hall & Company 
(Incorporated 


Blyth & Co., rei 
Weeden & Co. 
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MORE POWER fe 
TO OKLAHOMA! 


In the swift upsurge of industry in Oklahoma since the war, 
the ample supply of low-cost electric power has been a con- 
tributing factor. 








Now . . . looking to future industrial growth . . . the 
Oklahoma Gas and Electric Company is constructing a new 
100,000 kw generating station 10 miles west of Oklahoma 
City. It is expected that the first 50,000 kw unit will be 
in operation in November 1949, with full capacity operation 
by November 1950. 


In the 218 Oklahoma communities and 23 Arkansas communi- 
ties served by O. G. & E. there are scores of branch plants of 
nationally-known industries. There are many good reasons 
(in addition to electric power) why these plants are here. 





If you are interested in knowing ALL the 
business advantages of this area—write 
us. Your inquiry will be regarded as 
confidential. 





)KLAHOMA GAS AND ELECTRIC COMPANY 


ORGE A. DAVIS, PRESIDENT z OKLAHOMA CITY, OKLAHOMA 
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template construction expenditures totaling 
250,000,000. 

Consolidated Gas Electric Light and Power 
Company of Baltimore (Baltimore, Md.) esti- 
mates that the cost of its construction program 
for the next five years will be more than $100,- 
000,000. 

Dayton Power and Light Company (Dayton 
1, Ohio) has a long-term construction and ex- 
pansion program, which is estimated will cost 
$84,000,000. During the three years of 1946 
through 1948 the program has cost $44,163,000. 
It is anticipated that the remainder of the 
program through 1952 will cost $39,837,000. 

The Detroit Edison Company (Detroit, 
Mich.) spent $22,903,624 in 1947 and $37,448,- 
316 in 1948 on its rapidly developing construc- 
tion program. The 1949 expenditure is ex- 
pected to reach at least $50,000,000. 

Duquesne Light Company (Pittsburgh, Pa.) 
contemplates expenditures of about $21,463,000 
in 1949. 

Houston Lighting and Power Company 
(Houston, Texas) estimates that its 1949 con- 
struction budget will be approximately $25,- 
000,000. Construction expenditures during the 
1949-1953 five-year period are estimated at ap- 
proximately $80,000,000. 

Idaho Power Company (Boise, Idaho) ex- 
pects to spend approximately $21,800,000 dur- 
ing 1949 for construction. Of this amount, 
$12,900,000 is scheduled for power plant ex- 
pansion, $5,300,000 for added transmission line 
and substation capacity, and $3,600,000 for new 
distribution and general facilities. (From re- 
port to stockholders, 2/21/49). 

Illinois Power Company (Decatur, IIl.) 
plans to spend approximately $95,000,000 dur- 
ing the next five years. Of this, $47,000,000 is 
for generation, $18,000,000 for transmission, 
and $30,000,000 for other additions. It is esti- 
mated that approximately $34,000,000 of the 
expenditures will be made in the year 1949. 

Louisville Gas and Electric Company (Louis- 
ville, Ky.) estimates that expenditures for ad- 
ditions and improvements to its electric system 
will require approximately $19,300,000 for the 
three-year period 1949, 1950, and 1951. 

Plans of the Metropolitan Edison Company 
(Reading, Pa.) and its subsidiary for new con- 
struction in 1949 include expenditures esti- 
mated to be in excess of $11,000,000. 

The 1947-1951 construction program of the 
Northern States Power Company (Minne- 
apolis, Minn.) and its subsidiary companies 
provides for extensive additions and improve- 
ments to system property involving estimated 
expenditures of approximately $155,000,000 
(of which $59,400,000 was expended during 
1947 and 1948). Of the above total expendi- 
tures, approximately $68,000,000 is for electric 
production facilities. 

Oklahoma Gas and Electric Company (Ok- 
lahoma City, Okla.) is now engaged in the 
largest expansion program in its history. The 
largest single project for 1949 will be construc- 
tion on the new Mustang 100,000 kw generat- 
ing station near Oklahoma City, which was 
started in 1948, 


Pacific Gas and Electric Company (San 
Francisco, Cal.) has a vast postwar develop- 
ment program and has already spent in excess 
of $300,000,000. Expenditures during the next 
three years will be even larger. Although the 
program embraces construction of all types of 
service facilities, emphasis is being placed on 
the installation of additional electric generating 
capacity. By the close of 1951, under present 
plans, the combined capacity of the company’s 
hydro and steam plants will exceed 4,000,000 
horsepower. This is more than double the 
installed capacity of the sixty plants operated 
by the company in 1941, after more than sixty 
years of electric service in that area. 

Pennsylvania Power & Light Company (A\l- 
lentown, Pa.) spent $33,274,000 during 1948 
on construction of facilities. It is expected 
that the program will cost about $80,000,000 
for the three years 1949-1951, with $30,500,000 
being spent during 1949. 

Potomac Electric Power Company (Wash- 
ington, D. C.) expects to spend $82,246,269 in 
the 1948-1952 period, approximately $27,000,- 
000 of which will be for the construction of a 
power plant and related facilities by its sub- 
sidiary. 

Puget Sound Power and Light Company 
(Seattle, Wash.) estimates that about $7,500,- 
000 will be required for construction in 1949 
and will be used principally for the expansion 
and improvement of the company’s high and 
low voltage systems. 

Rochester Gas and Electric Corporation 
(Rochester, N. Y.) plans to spend over $14,- 
600,000 in 1949 for additions and improvements, 
Of this amount, $10,704,000 will be spent on the 
electric system, $3,065,000 for additions and 
improvements to the gas system, and $855,000 
for the steam heating and common utility plant. 

San Diego Gas & Electric Company (San 
Diego, Cal.) proposes to continue a vigorous 
program of system expansion. - Expenditures 
authorized for this year amount to $16,303,500, 
of which the sum of $8,798,000 is for the com- 
pletion of projects carried over from 1948, and 
$7,505,500 for newly-planned undertakings. 

Southern California Edison Company (Los 
Angeles, Cal.) has a plant budget for 1949 of 
$74,091,724. Of this amount $22,926,555 will be 
spent for distribution lines, structures and 
equipment, $13,334,620 for distribution substa- 
tions, and $12,916,128 for steam electric gen- 
erating plants. 

Union Electric Company of Missouri (St 
Louis, Mo.) has an expansion program whic 
has been in full swing for the past two years. 
During 1947 and 1948, additions to property 
and plant totaled nearly $48,000,000. It is an- 
ticipated that similarly large construction ex- 
penditures will be required annually during the 
next twelve to fifteen years. Immediate plans 
call for an expenditure of $42,000,000 in 1949 
and an additional $104,000,000 in the following 
four years. 

Western Light and Telephone Company, Inc., 
(Kansas City, Kansas) plans to spend about 
$3,500,000 on expansion during 1949. More 
than 19,000 utility customers were added in the 
past five years, an increase of about 25 per cent. 
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e life of any truck depends upon many 
gs. 

depends upon the miles the truck is 
ven; on the care taken to keep it in good 
dition. 

it more than all else, truck life depends 
how closely the truck fits its job! 

phdge “‘Job-Rated’”’ trucks last longer, and 
low maintenance cost . . . because they 
the job. 

stands to reason that you waste money 
ha truck that’s too big for its job; or, if 
ur trucks are too small for the job, you’re 
for plenty of costly maintenance expense. 


Far the good of your business — ° 


From 248 basic chassis models your Dodge 
dealer can specify a truck that will be 
“‘Job-Rated” exactly for your hauling job. 


Such a truck will have the right one of 7 
great truck engines . . . “.Job-Rated” for top 
efficiency and economy. It will have the 
right units through- ™ 

out... to haul your 

loads, over your roads. 


And remember .. . 
only Dodge builds 
““Job-Rated”’ trucks. 
Talk to your Dodge 
dealer! ‘ 
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HEAVY TERMINAL POST 
WITH COPPER INSERT 
FOR EXTRA 
CONDUCTIVITY 


EXIDE POST COVER 
ASSEMBLY PROVIDES 
PERFECT AND 
LASTING SEAL 


SLOTTED PLASTIC 
SEPARATOR 
IMPERVIOUS TO 
CHEMICAL AND 
ELECTRICAL 
REACTION 


SELECTED, FINE 
GRAIN, SPECIALLY 
TREATED GROOVED 
WOOD SEPARATOR 


HEAVY PERMANIZED 
NEGATIVE PLATE 
DESIGNED FOR 
BALANCED PLATE 
LIFE 


PLASTIC SPACER 
MAINTAINS PERFECT 
PLATE ALIGNMENT 
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HEAVY OEEP SEAL 
RUBBER COVER 


HEAVY STRAP 
ASSURES MAXIMUM 
CONDUCTIVITY 


FAMOUS EXIDE 
MANCHESTER 
POSITIVE PLATE IN 
SERVICE OVER 

50 YEARS 
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the LAIDEMANLL battery 


ttery rae ih ‘would be more 
le  @fficient with greater life. 
re: After years of research and 
testing, the follow- 
bination of major items that make 
# EY cactus Yottery was selected for use 
‘in the new Exide-Manchex. 


THE MANCHESTER POSITIVE PLATES of unique 
lead button construction. The buttons 

- rolled strips of corrugated soft lead... 
are pressed into holes of the lead-antimony 
grid. Forming action expands the buttons 
and locks them securely in place. Only a 
comparatively small portion of the total 
lead in the button is formed initially into 
active material . . . the balanceisavailable 
for gradual conversion in service, this 
button construction is an exclusive Exide 
— which results in exceptionally 
ong life. 


THE PERMANIZED® WEGATIVE PLATES 


constructed of a lead-antimony grid... 
or framework . . . with a series of vertical 
ribs connected by short horizontal bars. 
Bars are flush with plate surface... 
extend only part way through the plate 
. are staggered on opposite sides. bee: 
active material . . . sponge lead . 
formed of vertical strips or ribbons “that 
extend from top to bottom of the plate 
between the vertical ribs and is locked in 


place by the horizontal bars. A type that_. 


has proved its merits in every kin 
stationary service . . . developed.te 
manchester pos 


the long life of the 


this Exide development 


SEPARATORS Selected fine — ee 
wood separators, specially trea 

teamed with low resistance slotted ai 
separators ... assure excellent high dis- 
charge characteristics under all operating 
conditions. 


TERMINAL POST ASSEMBLY The design 
effectively seals the opening through the 
covers—preventing electrolyte seepage 
pa - heavy strap and post castings with 
copper inserts in the larger sizes provide 
low resistance electrical path from plates 
to terminal. 


COVER Deep seal covers of tough rubber 
designed to give trouble-free service. 


MOLDED GLASS JAR Exclusive with Exide 
—the most modern in the battery industry 
... Strong, uniform ia dimension . . . clear 
glass for easy inspection and maintenance 
«.. 8traight-sided for compact assembly, 
neat appearance. 


Where to use the new Exide-Manchex Batty 
The new Exide-Manchex Battery. 
its high 1 minute rating is ideally, 

for control bus and switchgear op 

Its use is equally suited ff 

Lighting and Power 4 

battery tasks. Th 

Battery will prov 
capacity ix 


- ial 


Exide 
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“THAT RESULT IN TOP TRENCHING 
PERFORMANCE AND ECONOMY- 


: 


Leading the way on every pipe, conduit or cable-laying project is the trenching 
machine. Certainly, then, it is necessary, if you are to make a profit on the 
work that your trencher, deliver continuous fast performance with a minimum 
of “down-time”. Records prove conclusively that you can depend on CLEVE- 
LANDS doing just this. CLEVELANDS rugged, all-welded unit-type construc- 
tion from the tougher steels—their compact, full wide crawlers —wheel-type 
design—wide range of transmission-controlled speed combinations— extreme 
ease of handling—and minimum operating and maintenance cost enable 
you to set a fast pace for the following crews and make a real profit on 
Xs the big investment of men and machines. For details and specifi- 
cations see your nearest CLEVELAND distributor or write direct. 


% 
QZ 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE CLEVELAND 17, OHIO 
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MORE 
POWER 
On 
THE 
way! 











In common with most business- 
managed, tax-paying electric com- 
panies, Alabama Power Company is 
expanding its generating and other 
facilities to keep abreast and ahead 
of electric power needs in the 
territory it serves. 


It has under. construction, or on order, 
282,000 kilowatts of generating capacity. Dur- 
ing 1948 it built 2,501 miles of transmission 
and distribution lines, extending service to 
32,547 new customers. Of these, 10,760 were 
farm or other rural customers. With the con- 
struction of approximately 2,700 more miles 
of line, electric service will be available to 98 
per cent of the farms in its service area. 


Intensive industrial and agricultural devel- 
opment are important elements in Alabama 
Power Company's 1949 program. 





LABAMA POWER COMPANY 


Helping 
Develop 
Alabama 
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WE'RE SPENDING *435,000,000 


$250,000,000 


TO GIVE NEW YORK... Th 


CONSTRUCTION 
35% more electricity 1949 


90% more gas 1950 
20% more steam 1951 
By the end of 1952 1952 











$76,000,000 | SPENT ON NEW 
SPENT ON NEw | CONSTRUCTION 
CONSTRUCTION 1948 
~ 1947 
$30,000,000 
SPENT ON NEW 
CONSTRUCTION 


1946 











Since we started our post-war construc- 
tion, we’ve had to keep raising our sights 
and budget more money to meet New 
York’s still soaring demands for electric- 


ity, gas and steam. Here's 
light a 
city. 1 


We're beginning to catch up. By the end ogee 
of ’48 we had increased our electric gen- living 


and a 
erating capacity by 318,000 kw. This year Ind 
we will complete one of our biggest jobs a 
—modernization of the Waterside Gener- tad 


ating Plant. ; as mu 
Tod 


with t 

mode! 

BG@QOoVPsosBaRsedDaaAaRrBadD, BdOUsSsVOA piles 
COMPANY OF NEW YORK, INC. of A 

future 
hund: 
mech 
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- for 1,500, 000 people! 


Photograph copyrighted by The Cleveland Electric Illuminating Company 


Here's a picture of a 200,000-ton coal pile—ready to put 
light and power into homes and work places of a large 
city. Pulverized and blown into the steam boilers of 
an electric generating plant, this coal will help make 
living and working brighter and easier for a million 
and a half people. 

Indeed, the demand for coal to be used in generating 
electricity has more than tripled since 1930, in spite of 
hydroelectric developments and in the face of the fact 
that electric power companies now “squeeze” three times 
as much “juice” from a ton of coal as in 1914. 

Today coal provides power companies and other users 
with the most economical, reliable source of energy. And 
modern mining is geared to build up and maintain stock 
piles like the one pictured above. To keep the fires 
of America burning brightly, both now and in the 
future, the progressive mining industry is spending 
hundreds of millions of dollars on new and improved 
mechanized equipment and facilities. 


NTUMINOUS COAL . 


. LIGHTS THE WAY. . . FUELS THE FIRES . . 


Modernizing America’s bituminous 
coal mines means replacing “pick and 
shovel” mining with power machines. 
Today more than 91% of production 
is mechanically cut and 60% is me- 
chanically loaded. And among many 
new preparation plants now under 
construction is one designed to wash 
and grade coal for specific uses at a 
record rate of 2,000 tons an hour. 


Largely as a result of modernization 
by progressive management, the 
American miner’s average daily out- 
put is five times greater than that of 
the British. miner and his take-home 
pay is higher than that paid by any 
other major Americam industry. 


BITUMINOUS & COAL 


BITUMINOUS COAL INSTITUTE 
A Department of Nationat Coat Association 
WASHINGTON, D. C. 


. POWERS THE PROGRESS OF AMERICA 
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NO ILABLE! 
‘aes PROCEEDINGS 
1948 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


Current Developments in Rate Regulation of Communications, Transportation and 
Electric and Gas Companies—Appraisal of Financial Needs of Electric Utilities— 
Natural Gas Production and Regulatory Problems—The Uniform Classification Problem 
—Conflicting State and Federal Accounting Regulation of Electric Utilities—Telephone 
Studies (including Western Electric Costs}—Resolutions adopted by the Association 
Legislation—Depreciation—Accounts and Statistics—Engineering. 


These and other $8.50 


COMMITTEE REPORTS AND ADDRESSES SEPARATELY PRINTED AND OTHER 
PUBLICATIONS OF THE ASSOCIATION 


Telephone Report (1948): 
Report of the Special Committee Cooperating with the Federal Communications Com- 
mission in Studies of Telephone Regulatory Problems. This report is principally concerned 
with the problem of Western Electric costs to the telephone industry. It is 78 pages 
in length and contains illustrations, tables and charts $2.00 


Telephone Separations Manual: 
This manual is the result of the NARUC and FCC Joint Committee studies, and develops 
a system of procedure providing for allocating telephone operating expenses and invest- 
ment among exchange, state toll, and interstate toll service on both the board-to-board 
and station-to-station bases of rate making. (This manual is not included in the volume 
of Proceedings above referred to.) (Printed, 87 pages) eae 


Depreciation: 
1948) Letter Symbols for Mathematics of Depreciation 
1948) Half Cycle Methods of Estimating Service Life 
1946) Methods of Pricing Retirements from Group Property Accounts 
Note: None of the above three Depreciation papers are included 
in any volume of Annual Proceedings. 


interpretations of Uniform System of Accounts for Electric Utilities 
Interpretations of Uniform System of Accounts for Gas Utilities 
interpretations of Uniform System of Accounts for Water Utilities 


(Where remittance accompanies order we pay forwarding charges) 





NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON 25, D. C. 
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here’s the answer 
to your 
procurement 
problems 


Obtaining and getting 
delivery of materials 
or equipment to meet 
your requirements is 
essential to prevent 
costly delays in your 
business operations. 


That’s why many companies are your job moving on schedule 
turning their problems over to through the supplier’s plant. . . 
EsBasco procurement—experi- inspect and test materials, on 
enced purchasing, expediting, in- the spot . . . make sure they’re 
spection and traffic men who see ‘“‘asspecified’”’ before they leave. 
the job through from start to 


frie 
Traffic men handle your ship- 
ment via any type of carrier— 


Purchasing men make nation- rail, water, express, highway or 

wide or world-wide search for air . . . clear it all along the 

products, machines, fabricating route . . . get it to where you 

facilities. They write the con- need it, when you need it. 

toast on Go Sot terms for you, 

and see that these terms are For procurement control you can 

satisfactorily fulfilled. depend on, turn your problem 
over to Esasco. Our 40 years of 


Sccomplihment, esuren You of 
expert purchasing, expediting, 


Expediters and inspectors keep inspection and traffic services. 


E RA % Cc Pa SERVI CE 5 Two Rector Street, New York 6, N. Y. 


INCORPORATED 


s con 
+t* *tay, 
* 


Appraisal - Budget - Business Studies - Consulting Engineering gpasc0 Teamwork ** 
Design & Construction - Financial - lndestriai Relations § 0075 things done % 
Inspection & Expediting - Insurance & Pensions - Purchasing SCOR 
e 


Rates & Pricing - Research - Sales & Marketing 7 UWhere *e 
Systems & Methods - Taxes - Traffic in the world. “tere, consvt*™ 


_—— 
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RVING Trust’s Public Utilities Department has 

been actively helping utilities formulate and 
carry out constructive financial programs geared to 
each company’s particular needs. 

This special department is staffed with men 
whose practical experience in the utilities field 
qualifies them to offer a sound, understanding, 


realistic approach to your problems. 


TOM P. WALKER —Vice President in charge 


: Cs / 
TRV G aRUsST 


ONE WALL STREET ° NEW YORK 15. N. ¥. 


Capital Funds over $116,000,000 
Total Resources over $1,100,000,000 


Wituiam N Enstrom, Chairman of the Board Ricuarp H. West, President 


' MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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STMT COM URC HUM met 


Giant new turbine installed in 27 days 
at the Dayton Power and Light’s 
0. H. Hutchings generating station 


ae 


/- 
LU 


0 


D. Gillespie, power produc- 
manager, turns the throt- 
which puts the new turbine 
operation in the presence 
Dayton Power and Light 
cials. 


new world’s record was made on first was completed in July, 1948. These 
arch 11, 1949, atthe new O.H. Hutch- __ turbines are the first of six identical units 
igs generating station of The Dayton _ to be installed in the O. H. Hutchings 
bower and Light Company, when anew - station. 
50-ton steam turbine driven generator The record of installing this turbine in 
ras turned on just 27 days fromthe time only 27 days is phenomenal. The job 
istallation was begun. usually takes from 12 to 13 weeks, and 
This is the second of two 60,000 KW __ the best previous record was 47 days. 
trbines in the first unit of the big new This Company is probably the first util- 
fnerating station on the Great Miami _ ity to install two such units in so short 
iver south of Miamisburg, Ohio. The _a period of time. 





HE DAYTON POWER AND LIGHT COMPANY 
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STAR PERFORMERS 


The country’s largest motorized circus 
employs a fleet of 40 GMCs to haul 
all its equipment . . . and these star 
performers deliver tents and tigers, 
seats and trained seals, elephants and 
electrical equipment to daily desti- 
nations onexacting, pre-setschedules. 














GMC trucks are preferred for tough, rugged going . . . they are given 
top billing by thousands of truck operators whenever the job calls for 
high level dependability and performance. 

GMCs have won this acclaim because they are products of the world’s 
largest commercial vehicle manufacturer . . . because they are built with 
truck engines and chassis . . . because they provide a full measure of 
everything truck owners and drivers want. 

This goes for public utilities transport, as it does for all other hauling. 
For here, as elsewhere . . . in a range of seven gasoline and two Diesel 
engines, in weight ratings from 4,600 to 90,000 pounds, in models and 
chassis types designed and engineered to meet the needs of every job 
. »- GMC performance is star performance—every time. 


GMC TRUCK & COACH DIVISION ¢ GENERAL MOTORS CORPORATION «&. < 


GASOLINE « DIESEL 
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CENTRAL 
EASTERN 
PENNSYLVANIA 





PHILADELPHIA 


BALTIMORE 


THE HEART OF THE MARKET 


Central Eastern Pennsylvania, heart 
of the nation’s greatest market, is a 
land of ever-growing opportunity offer- 
ing that well-balanced economy so 
necessary to progress and prosperity. 

It is the top-ranking agricultural- 
industrial area east of the Mississippi. 
A market of 50 million people is a hop- 
skip-and-jump from its factory door- 
steps. Raw and partially-processed 
materials are available in large supply. 
Transportation facilities are of the finest. 
Adequate electric power is ready and 
Waiting. 


As proof of the pudding, nearly 600 
new industries have been located 
in our service area since V-J Day. 
And ... so that electric power may 
never be too little or too late in the face 
of this rapid expansion, new construction 
by Pennsylvania Power & Light Com- 
pany speeds ahead . . . over $72-million 
in the four years, 1945-1948, and $92- 
million more for the four years ahead. 

This is our share in the huge cor- 
struction program of the electric industry 
. . . the greatest program of expansion 
ever attempted by a single industry in 
the history of our nation. 


PENNSYLVANIA POWER & LIGHT COMPANY 
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RECORD OUTPU 
FOR GRAND COULEE USING 
NEWPORT NEWS TURBINES 


>? wasps 1948 the nine generating units in the west power house at 
Grand Coulee in the state of Washington produced 8,415,000,000 
K.W.H. 
Each generator was driven by a 150,000 horsepower hydraulic turbine 
built by Newport News. 
Nine similar turbines, but of 165,000 horsepower capacity are now being 
built for the east power house. 


WRITE FOR BOOKLET 
ON “WATER POWER 
EQUIPMENT" 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK CO 


NEWPORT NEWS, VIRGINIA 
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THE 
COMPANY 
THAT PIONEERED 
ELECTRIC SERVICE IN MONTANA 


13 hydroelectric plants 
405,500 kw installed capacity 
110,000 electric customers 


2,364,310,000 kwh sales in 1948 


THE MONTANA POWER COMPANY 
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TRANSFORMER FIRES 
PUT OUT BY MULSIFYRE . . . FAST 





@ When an oil fire breaks out in transformers 
protected by a Mulsifyre system, a battery of 
spray projectors puts out the fire... fast. Auto- 
matic, heat-actuated release devices assure quick 
operation. Extinguishment occurs within a few 
seconds after the emulsion-forming spray 
strikes the burning oil surface. 

Mulsifyre projectors are approved by Under- 
writers’ Laboratories, Inc. for extinguishing 
fires in flammable oils immiscible with water, 
wherever such oil is a fire hazard. There is no 
conductivity along the discharge of a Mulsifyre 
projector when the spray strikes conductors 
carrying high voltages. 

Mulsifyre systems have proven their effec- 
tiveness during fifteen years of extinguishing 
transformer fires. Today they protect hundreds 
of installations all over the world. 


@ Mulsifyre high-velocity projectors produce 
drops large enough and drive them fast enough 
to penetrate the flames without complete vapoi- 
ization in flight, but limit their velocity so the 
surface of the burning liquid is agitated into an 
emulsion instead of passing through the oil 
without fire-extinguishing effect. After a period 
of time, the emulsion breaks down, oil and 
water separate, and the oil can be reclaimed. 
For detailed information on Mulsifyre Systems 
write to: Grinnell Co., Inc., Providence, R. I. 
Branch offices in principal cities. 


GRINNELL 





rERE PROTEC TItOn SYSTEMS 
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mWe've doubled our capacity ... and more power’s on the way 


Since 1939 we've doubled our plant capacity and more than doubled 
our sales. We're spending $305,000,000 between 1947 and ‘51 to 
add new power facilities. Plants totaling 1,106,000 horsepower are 
now being built. All will be completed by 1951, two even sooner. 
These plants are further assurance to our million customers that we'll 


continue to supply power enough for all. 


American Gas and Electric Company 


Appalachian Electric Power Company Kingsport Utilities, Inc. 

Indiana & Michigan Electric Company The Ohio Power Company 

Kentucky and West Virginia Power Co., Inc. Wheeling Electric Company 
Citizens Heat, Light and Power Company 
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“MUST” READING 


for EVERY Saal 
LAE IES 
CONCERNED WITH CORPORATE FI 


to Main Str cle! 
prochure dise 


nal F, ederation 
of Security Analysts, 


Discusses: Securities Markets 
— Building Industry — Railroads — Public Utilities 
— Petroleum — Pri 


ces — Labor — Internationa] 
Economics, 


Price $1.25 Per copy 
$4.00 Per yeor (4 issues) 


Send orders with checks to: — 


i ) 
| ts Journal , Wohn Kalb, Business Manager 
_ _ paper Street, New York 4, New York 
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ae Your Cup of Cotte 


> NO MATTER HOW IT’S MADE- 


~ 


# Makes Foreign Trade! 


Make it anyway you like—that fragrant 
cup of coffee you enjoy so much still 
makes foreign trade. Yes, the coffee we 
use provides our coffee-growing Latin 
American neighbors with millions upon 
millions of U. S. dollars with which to 
buy farm equipment, blooded live stock, 
automobiles, clothing, food, medical sup- 
plies and other articles made in the U.S.A. 
—possibly products from your home town. 


New Orleans is proud of its position as 
the nation’s second coffee port. For the 
coffee trade is the kind of profitable 
two-way foreign trade Orleanians are 
working diligently and successfully to 
expand through International Trade 
Mart, a deluxe show case to the world... 
International House, world business club 


serving foreign and domestic commerce 
... a Foreign Trade Zone . . . an efficient 
- a Board of 
Trade, and many internationally-minded 
organizations in other fields. These fa- 
cilities have earned for New Orleans its 
place as the second general cargo port 


in the U. S. 


These facilities, provided by New Orlearts 
business men, are an outstanding example 
of “International Realism at Work”. . . 
furthering free enterprise, world trade, 
and world peace through the development 
of practical business relationships. 


vs ens Dyblic Service 


Association of Commerce. . 


SERVING NEW ORLEANS WITH ELECTRICITY, GAS, TRANSPORTATION 
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Annval Subscription 


PUBLICATIONS AND 


Essential to those interested in the public utility 





SERVICES 


industries, their regulation and allied topics. 


PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 
dealing with the problems of 
utility regulation. Five vol: 
umes a year—$7.50 each. 
Annual Index—$6. 


Price 


$43.50 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, ancly- 
ses and explanations of day- 
to-day developments. 


Twenty-Siz 
Issues a Year 





ne 
—_ 





Cumulative 


DIGEST 


The only complete and avthorita- 
tive encyclopedia of Public Service 
law and Regulation. A life-time 
Digest,; kept up-to-date by annvol 
supplements. 








P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the Na- 
tion's Capital, highlighting im- 
portant happenings, trends and 


policies. Reading time: 20 
minutes. 


$12.50 
Quarterly 








$25 Qvorterly 


FEDERAL UTILITY REGULATION ANNOTATED 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
twice each month. 





— 


Current Services 


FPC 


A brief and pointed digest of 
the administrative rulings ‘of 
the Federt! Power Commission 
under the Federal Power Act 
ond the Natural Gas Act. Is- 
sved once each month. 








FEDERAL UTILITY REGULATION ANNOTATED 


VOL. 1 (SEC) 


A complete annotation of the 

Public Utility Holding Company 

Act, with the Commission's rules 

and regulations, full index and 

periodical upkeep supplements. 
Price: $12 


VOL. 2 (FPC) 


A complet tati of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 





Price: $15.50 








P.U.R. 
Question Sheets 
Twenty-Six Issues Annually $10 





Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way fora 
busy man to keep informed on current 
vtility regulation. 








Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


MUNSEY BUILDING 


WASHINGTON 4, DO. C. 
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Customers 


Recognizes Triple Responsibility to § Investors 
Employees 


ee Cestomers are important. Government buildings 

and department stores—White House and retail shops 

—suburban home owners and apartment dwellers— 

offices and factories—depend on a constant and de- 

pendable flow of electricity. Demand is met, due to 

a far seeing program of construction and equipment, 

which, beginning in 1945, will total over $100,000,000 

raraliciiel a cae on completion in 1952. Peak periods such as custo- 
mers created July 14, 1948 with a demand of 454,000 


kilowatts cause no difficulty. 


~ > Bavesters are a source of pride, when a very large 
portion of common stock is held by residents of the 
Capital area. It’s a reflection of confidence and faith 
that over 44,000 individuals own close to 3,000,000 
shares of common stock. Dividends, in 1948, averaged 
90c per share. Other investors hold Preferred Stock, 
Bonds and Notes. Safeguarding all of them and making 
adequate return is highly important in company policy. 


» Ewnpleyees are the company in the final analysis. 
They deserve. and get a high rate of attention. On 
March Ist, all employees received a 5% cost-of-living 
adjustment. In October, that adjustment was incor- 
porated as part of base wage and a further increase of 
244% was made. Other changes also were put into 
effect—and all this without affecting standing arrange- 
ments on pensions and insurance; medical and welfare 

* EMPLOYEES * departments; sick leave and vacations. Potomac 
Electric Power Company continues to be known as a 
“good place to work”. 





Recognition of this triple responsibil- 
itv is reflected in the confidence which 
“Pepco” enjoys in the Nation’s Capital. 
POTOMAC ELECTRIC POWER COMPANY 
Washington, D. C. Alfred G. Neal, President 











NO « Data taken from the 1948 Annual Report of the company. If yo 
« would like to see a copy address George M. Thompson, Secretary. 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, financing, design, and construction. » 


+ 





Tur American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS e REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
ond other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








$2 Ford, Bacon & Davis 
bap VALUATIONS Engineers CONSTRUCTION 


RATE CASES 
NEW YORK © PHILADELPHIA ¢ CHICAGO © LOS ANGELES 








GILBERT ASSOCIATES, Inc. 


ENGINEERS POWER ENGINEERING SINCE 1906 
Steam, Blectric, Gas 
Hydraulic, Sanitation Serving Utilities and Industrials 
Designs and Construction Personnel Relations 
Inspections and Surveys Reading © New York © Heustes Original Cost Accounting 
Feed Water Treatment Philadelphia © Washington Accident Prevention 

















Mention the Fortnicutty—It identifies your inquiry 
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PROFESSIONAL DIRECTORY 


(continued) 








FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC BR. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 

Atlanta Knoxville Philadelphia 











— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WAYS 
OVERHEAD UNDERGROUND CHEMICAL CONTROL 
OONSTRUCTION MAINTENANCE PHILADELPHIA TRES TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINES 
NOW WORKING IN FOURTEEN STATES 
































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 











WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 














LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 





(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 
REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 











Pioneer Service aaa, Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET. 








CHICAGO 4, ILLINOIS 








Complete Services for GAS and ELECTRIC Utilities 


Pritchard 


ENGINEERS 


DESIGNING « 
PIPING « 


ENGINEERING « 
EQUIPMENT « 


CONSTRUCTION 
SURVEYS « PLANS 


Additions or Installations 
ed to more profitable operation 


Complete Plants 


every detail geor * CONSTRUCTORS * MANUFACTURERS 


See Sweets Files, Refin 


ery Cotalog, etc for details 





we 9, 1! 











SANDERSON & PORTER 
ENGINEERS 
AND 
CONSTRUCTORS 





S&P 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilsties—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Re ports—A ppraisals 


Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Mention the Fortnicutty—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 








ALBRIGHT & FRIEL, INC. 
PRANCIS S. FRIEL 
Consulting Engineers 


Water, Sewage Pome Industrial waste Problems 
Airflelds, Refuse | ag industrial Bulidings 
City Planning, Reports, Valuations, Laberatery 


1528 WALNUT STREET PHILADELPHIA 2 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan ~° 
am Y-~ one nye Reports 


rate inquiries, a. fixed capital 
reclassification, original cost, security issues. 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, inves i and = re- 
ports, design oa r ision of con- 
struction of Public Utility Properties 


4706 BROADWAY 





KANSAS CITY, MO. 








LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISA 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatig St., CHicaco 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports ond 
Original Cost Studies. 


910 Electric Building 


Indianapolis, Ind. 


A. S. SCHULMAN ELectric Co. 


Contractors 
TRANSMISSION LINES—UNDgERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMBRCIAL INSTALLATIONS 


537 SoutrH Dearsorn Sr. CHicaco 








W. C. GILMAN & COMPANY 


Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 


Appraisals — Reports 
Operating — Financial — Plant 








FrRANcis S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 
Reports 


122 SoutH MicHicAN Avenue, CHICAGO 








UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - inspection - 
A Complete Service 


Research 


Boston - Chicago - Los Angeles - New York 
Philadelphia - Woonsocket 




















JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 

















WESTCOTT & MAPES, 
ARCHITECTS & ENGINEERS 
INVESTIGATIONS e¢ REPORTS 
DESIGN ° SUPERVISION 
New Haven, Connecticut 
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and have gained more system capacity in less time and at le 


cost than we could have in any other way” 


The Brockton Edison Company has this to say 
about capacitors: 


“By 1941, rapid increase in loads indicated a need 
for major system improvements. More system carrying 
capacity was needed. Voltage control requirements 
were increasing and additional voltage taps on our 
transmission transformers appeared necessary. 

“Capacitors were considered along with other 
methods for increasing carrying capacity. We had 
three installations, the oldest dating from 1920, so we 
knew they were reliable. A system study showed this: 
widespread installation of capacitors would give us 
better voltage regulation and more carrying capacity 
than any other plan we were considering. Capacitors 
would cost less, could be delivered faster, and could be 
installed more easily. And they could be purchased a 
group at a time, as we needed them. 

“With the installations made last year, we now have 
34 kvar in capacitors for every 100 kva of system peak 
load. All are automatically switched in pole-mounted 
groups, located at the load center of distribution 
feeders. In our program, time clocks are used to control 
the switching of each individual installation, so that the 
system benefit from the locally supplied kilovars does 
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not depend on temporary conditions on_ individ 
feeders. 

“We now have more peak-load capacity, less volt 
drop and lower distribution and transmission los 
than any of our other proposals could have provid 
The total cost for these capacitors has been lower 
the expenditure which otherwise would have b 
necessary.” 


General Electric Company, Schenectady 5, N. 
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